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STATE  OF  NORTH  CAROLINA 

Legislative  Study  Commission  on  Student  Financial  Aid 


p.  O.  BOX    10887 
RALEIGH     27605 


Representative   Charles   W.   Phillips 
Chairman 
Greensboro 


September  1,  1970 


To  Governor  Robert  W.  Scott 

and 
The  General  Assembly  of  1971 

and 
The  People  of  North  Carolina; 


The  Legislative  Study  Commission  on  Student  Financial  Aid  is  privi- 
leged to  submit  Part  I  of  its  Report  in  accordance  with  Joint  Resolution 
56  (page  1568,  1969  Session  Laws  and  Resolutions)  of  the  1969  General 
Assembly.   This  report  is  not  a  finished  document  but  rather  a  working 
tool  designed  to  provide  a  common  point  of  departure  for  public  discussion. 
It  deals  with  one  of  the  overriding  issues  facing  North  Carolina  and  the 
nation  today:   the  reduction  of  economic  barriers  to  post  high  school 
education. 

It  can  be  documented  that  children  born  in  North  Carolina,  as  a  group, 
have  a  lower  probability  of  attending  an  institution  of  higher  education 
than  do  American  children  generally.   A  major  contributing  factor  is  the 
inability  of  many  families  to  finance  education  beyond  high  school  for  their 
children. 

In  response  to  the  growing  need  for  increased  access  to  post  high 
school  education,  North  Carolina  has  taken  a  number  of  steps  to  improve 
access  in  the  past  decade.   But  the  need  for  student  financial  aid  continues 
to  outstrip  available  resources.   As  a  result,  the  Legislative  Study  Com- 
mission on  Student  Financial  Aid  is  attempting  to  identify  the  optimum  ways 
to  remove  economic  barriers  to  post  high  school  education  in  the  State. 
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The  report  of  the  Commission  will  be  submitted  in  two  parts,  of  which 
this  is  the  first.   Part  I  of  the  report  deals  with  educational  goals, 
national  trends  and  issues,  assumptions  concerning  student  aid  adopted  by 
the  Commission,  and  recommendations  with  reference  to  a  number  of  public 
policy  questions  which  have  yet  to  be  resolved. 

Part  II  of  the  Report  is  scheduled  for  completion  in  February  1971. 
It  will  contain  specific  recommendations  for  a  State  program  of  student 
financial  assistance.   The  recommended  program  will  state  the  socio-economic 
assumptions  (such  as  projected  enrollment  and  tax  revenues)  upon  which  the 
recommendations  are  based;  the  performance  objectives  sought  (such  as  the 
percentage  of  18  to  21  year  olds  in  college  by  1975);  the  strategies  to 
achieve  those  objectives  and  the  anticipated  costs.   It  is  expected  that 
several  alternatives  designed  to  meet  various  levels  of  unmet  need  up  to 
one  hundred  percent  will  be  proposed. 

The  final  report  of  the  Commission  will  contain  a  version  of  this 
report  reflecting,  as  appropriate,  changes  which  may  result  from  discussions 
subsequent  to  the  report's  release. 

Fundamental  to  the  planning  process  employed  is  the  commitment  by  the 
Commission  that  those  who  will  be  affected  by  its  recommendations  will  have 
full  opportunity  to  participate  in  the  decision- making  process.   While 
students,  faculty,  administrators  and  trustees  will  feel  a  direct  impact, 
so  will  many  others  such  as  parents,  legislators,  state  agencies,  and  tax- 
payers in  general. 

The  Study  Commission  has  sought  and  heard  the  views  of  representatives 
of  groups  whose  members  will  be  affected,  such  as  state  agencies,  college 
presidents  and  financial  aid  officers.   It  has  invited  individual  written 
statements  from  interested  parties  on  any  and  all  aspects  of  a  state  student 
aid  program. 

The  Commission  urges  careful  attention  to  this  report  and  full  public 
discussion  of  the  issues  involved.   It  will  welcome  comment  and  suggestions 
that  will  help  it  in  developing  final  recommendations  to  the  Governor  and 
the  1971  General  Assembly. 

Respectfully, 


C'<U^  cj./^^^ 


Charles  W.  Phillips 
Chairman 
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SUMMARY  AND  RECOMMENDATIONS 

The  North  Carolina  Legislative  Study  Commission  on  Student  Financial 
Aid  was  authorized  by  the  1969  General  Assembly  in  response  to  a  recom- 
mendation of  the  Board  of  Higher  Education  in  its  1968  report,  Planning 
for  Higher  Education  in  North  Carolina.   The  Commission,  appointed  in 
January  1970,  is  charged  with  studying  and  recommending  to  the  Governor 
and  the  1971  General  Assembly  a  comprehensive  State  student  assistance 
program.   This  Preliminary  Report  deals  with  goals,  assumptions,  and 
public  policy  questions. 

The  Commission's  recommendations  concerning  the  policy  questions  and 
issues  that  have  been  identified  and  discussed  are  as  follows: 

1.  A  comprehensive  state  administered  and  state  supported  system 
of  student  financial  aid  should  be  available  to  North  Carolina  students 
attending  both  public  and  private  post  high  school  educational  institu- 
tions in  North  Carolina. 

2.  A  State  program  of  student  financial  assistance  should  make  aid 
available  to  North  Carolina  students  attending  approved  post  high  school 
institutions,  public  and  private  in  North  Carolina,  through  the 
baccalaureate  level. 

3.  A  State  student  aid  program  should  include  aid  to  students 
attending  accredited  proprietary  institutions  in  North  Carolina. 

4.  A  comprehensive  system  of  student  aid  should  be  administered  by 

a  centralized  agency  which  makes  awards  directly  to  North  Carolina  students.* 

5.  A  State  supported  system  of  student  financial  aid  should  seek  to 
eliminate  aid  gaps  among  institutions  and  compensate  for  differences  in 
institutional  resources  that  exist. 

6.  A  State  supported  system  of  student  financial  assistance  should 
make  aid  available  only  on  the  basis  of  need. 

7.  A  State  program  of  student  financial  assistance  should  take  into 
consideration  variations  in  costs  between  different  types  of  institutions; 
provided,  however,  that  aid  to  a  North  Carolina  student  attending  a  North 
Carolina  private  institution  should  not  exceed  the  true  cost  which  would 
have  been  paid  by  the  State  (aid  and  tuition  subsidy)  if  he  had  elected  to 
attend  a  comparable  public  institution  in  North  Carolina. 


*North  Carolina  legal  residents  as  defined  by  the  Residency  Manual  now 
used  by  tax-supported  institutions  in  determining  residency  status, 
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The  public  policy  questions  that  have  been  explored  in  this  report 
are  not  exhaustive.   A  number  of  them  suggest  other  questions  which 
relate  to  policy  or  to  implementation.   The  Commission  believes,  however, 
that  the  major  issues  which  must  be  resolved  before  a  State  student  aid 
program  is  proposed  have  been  identified. 

Full  public  discussion  of  these  questions  and  issues  will  assist 
the  Commission  as  it  develops  its  final  report,  taking  into  account 
research  studies  which  it  now  has  underway,  for  submission  to  the  Governor 
and  General  Assembly  early  in  19  71.   The  Commission  in  its  final  report 
will  propose  alternative  approaches  to  a  State  student  assistance  program 
for  consideration  by  the  1971  General  Assembly. 
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I.   INTRODUCTION 

The  long  range  planning  report  for  higher  education  in  North 
Carolina,  published  by  the  Board  of  Higher  Education  in  1968,  included 
a  Chapter  on  student  financial  aid.^  The  report  identified  a  large 
gap  between  the  demonstrable  needs  of  students  and  the  aid  resources 
available  then  to  meet  those  needs. 

Sufficient  data  were  not  available  in  1968,  however,  to  justify 
recommendations  by  the  Board  of  Higher  Education  concerning  the  balance 
that  should  exist  among  the  various  student  aid  approaches;  nor  was  time 
available  to  permit  the  development  of  recommendations  for  a  specific 
statewide  student  aid  program.   The  Board  did  recommend,  however, 

1)  that,  as  a  matter  of  public  policy,  the  opportunity  for  a 
college  education  should  not  be  a  class,  racial,  or  economic 
privilege; 

2)  that  programs  of  student  financial  aid,  without  regard  to 
subject  matter  or  field,  in  North  Carolina  be  substantially 
strengthened  and  expanded,  including  increased  appropriations 
for  scholarships  in  the  public  colleges  and  universities;  and 

3)  that  the  1969  General  Assembly  authorize  a  Special  Commission, 
composed  of  legislators  and  other  distinguished  citizens,  a) 
to  study  the  creation  of  a  statewide  student  assistance  pro- 
gram, applicable  to  North  Carolina  residents  who  attend  public 
and  private  colleges  in  North  Carolina  and  b)  to  make  recom- 
mendations to  the  1971  General  Assembly  for  funding  at  that 
Session.   Institutional  financial  aid  officers  and  the  staffs 
of  the  Board  of  Higher  Education  and  other  state  agencies 
which  now  administer  specialized  student  aid  programs  would 
assist  the  Study  Commission  as  appropriate. 2 


Ipianning  for  Higher  Education  in  North  Carolina,  North  Carolina 
Board  of  Higher  Education,  November,  1968,  pp.  263-288.   See  also:   A 
Study  of  Student  Financial  Aid  in  North  Carolina,  1968,  North  Carolina 
Board  of  Higher  Education,  Research  Report  A-68  (December  1968). 

2lbid. ,  pp.  263-287. 
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These  recommendations  were  made  with  the  awareness  that  there  were 
many  factors  which  the  State  should  consider  in  allocating  its  resources 
to  meet  the  needs  of  the  future.   Each  recommendation,  however,  related 
to  the  basic  financial  needs  of  students,  who  are  the  justification  for 
the  existence  of  higher  educational  institutions . 

The  Board  of  Higher  Education  also  noted  that  before  North  Carolina 
establishes  a  statewide  student  aid  program,  a  study  of  the  impact  of 
various  possible  approaches  was  needed.   Selection  of  the  form  a  statewide 
financial  aid  program  takes  should  be  based  upon  the  educational  merits 
of  the  program  as  well  as  upon  economic  feasibility.   The  challenges  were 
clear  and  urgent. 

Governor  Robert  Scott  urged  the  creation  of  a  Legislative  Study 

Commission  in  a  letter  dated  March  31,  1969: 

In  view  of  the  recommendations  contained  in  Chapter  XII  of  Planning 
for  Higher  Education  in  North  Carolina,  I  suggest  that  legislation 
be  introduced  in  the  General  Assembly  to  establish  a  study  commis- 
sion to  examine  the  possibility  of  a  statewide  student  assistance 
program  and  to  make  recommendations  to  the  1971  General  Assembly. 

By  copies  of  this  letter  to  Senator  Russell  Kirby,  Chairman  of  the 
Senate  Committee  on  Higher  Education,  and  Representative  Clarence 
Leatherman,  Chairman  of  the  House  Committee  on  Higher  Education,  I 
am  informing  them  of  my  feelings  on  this  question. 

On  April  7,  1969,  Senator  Kirby  of  Wilson  introduced  a  Resolution  that 
would  create  the  Commission.   A  similar  Resolution  was  introduced  later  in 
the  House  by  Representative  Leatherman.   Joint  Resolution  56,  providing 
for  the  appointment  of  a  Legislative  Study  Commission  on  Student  Financial 
Aid,  was  approved  by  the  General  Assembly  on  May  8,  and  ratified  on 
May  12,  1969  (see  Appendix  A). 

All  members  of  the  Commission  had  been  appointed  by  the  Governor 
(appointing  11  members) ,  the  President  of  the  Senate  (appointing  five 


3 

members  from  the  Senate)  and  the  Speaker  of  the  House  (appointing  five 
members  from  the  House)  by  January  1970,  with  the  Honorable  Charles  W. 
Phillips,  Representative  from  Guilford  County,  as  chairman.   The  secre- 
tariat for  the  Commission  has  been  provided  by  the  Board  of  Higher 
Education. 

The  Commission  initially  gave  attention  to  the  goals  of  higher  educa- 
tion as  they  relate  to  student  financial  assistance,  national  trends  and 
issues  and  their  applicability  to  North  Carolina  and  to  public  policy 
questions  that  should  be  resolved  before  a  specific  statewide  program  is 
proposed.   This  Preliminary  Report  deals  with  these  and  related  matters. 
The  Commission  has  also  received  public  testimony  from  interested  educational 
groups  and  has  contracted  with  the  College  Entrance  Examination  Board  to 
ascertain  the  need  for  student  aid  in  North  Carolina  and  to  propose  alter- 
native model  approaches  to  meeting  the  identified  need.   The  Commission, 
which  has  met  five  times  (February  16,  March  23,  April  27,  June  17  and 
September  16,  1970),  will  submit  its  final  report  to  the  Governor  and 
General  Assembly  early  in  19  71. 

The  1968  long  range  planning  report  of  the  Board  of  Higher  Education, 

referred  to  earlier,  noted  that  the  objectives  of  student  financial  aid 

are  "consistent  with  the  general  goals  of  higher  education": 

It  is  generally  admitted  that  the  greatest  assets  of  a  society  are 
its  human  resources,  and  that  it  is  of  prime  importance  that  through 
education  these  resources  be  fully  developed.   Yet  the  door  to 
education  beyond  high  school  has  too  often  been  closed,  except  to 
those  who  could  afford  to  pay.... 

While  there  are  varying  opinions  as  to  what  should  be  included 
in  a  definition  of  student  financial  aid  and  what  the  specific  ob- 
jectives of  financial  aid  should  be,  clearly  the  broad  purpose  of 
such  assistance  is  best  served  when  opportunity  for  education  is 
assured  without  regard  to  the  happenstance  of  birth  or  economic 
background.! 


llbid. ,  pp.  264-265. 
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The  Board's  1968  report  recommended  a  number  of  goals  for  higher 
education  in  North  Carolina.   Three  of  these  goals  are  directly  related 
to  the  focus  of  this  Commission. 

One  of  the  goals  is  "to  provide  opportunity  for  education  beyond  the 
high  school  to  all  who  can  benefit  from  it."   The  ability  and  interest  of 
the  individual,  not  the  chance  of  birth  or  the  economic  resources  of  his 
family,  should  determine  his  future.   Every  person  must  be  given  the  oppor- 
tunity to  develop  to  the  maximum  within  the  limits  of  his  capability. 
The  individual  student  has  at  the  same  time  a  reciprocal  responsibility  to 
make  best  use  of  the  educational  resources  made  available  to  him.   The  mere 
existence  of  an  accessible  educational  system  is  not  sufficient,  however. 
If  the  best  use  is  to  be  made  of  human  resources,  the  institutions  must 
aggressively  seek  out  talented  students  who  have  lacked  educational  or 
cultural  advantages.   It  is  of  great  importance  for  the  well-being  of  the 
whole  society  that  this  task  be  undertaken  vigorously  and  systematically. 

Another  important  goal  is  "to  help  the  individual  to  achieve  self- 
fulfillment."  A  basic  premise  is  that  the  state  exists  for  the  benefit  of 
the  individual,  not  the  individual  for  the  state.  A  first  goal  of  a  demo- 
cratic society  is  to  assist  individuals  in  their  struggle  to  make  the  most 
of  themselves.  A  persuasive  case  can  be  made  that  society  is  the  ultimate 
beneficiary  and  should  share  the  financial  responsibility  of  making  it 
possible  for  all  citizens  to  be  educated  to  the  full  extent  of  their  moti- 
vation and  ability. 

The  third  goal  related  to  the  charge  of  this  Commission  is  "to  nurture 
the  continuing  development  of  strong  dual  systems  of  public  and  private 


"^Ibid. ,  pp.  10-11,  16. 
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higher  education."   The  private  colleges  in  North  Carolina  add  greatly  to 
the  diversity  of  higher  education  and  they  educate  a  large  number  of 
North  Carolina  residents.   Unfortunately,  most  private  colleges  in  the 
State  are  facing  serious  financial  problems  which  will  probably  become 
more  severe  as  time  goes  on.   At  the  same  time  the  State  faces  the  neces- 
sity of  finding  ways  to  educate  larger  numbers  of  youth.   It  is  in  the 
State's  best  interest  that  private  higher  education  continue  healthy  and 
strong.   Public  policy  should  assure  that  private  and  public  institutions 
complement  each  other  to  the  end  that  optimum  use  be  made  of  all  available 
resources  in  higher  education. 


II.   TRENDS  AND  ISSUES  IN  STUDENT  FINANCIAL  AID""" 


One  of  our  most  cherished  goals  is  that  of  creating  an  open  society 
which  will  enable  an  individual  to  realize  his  full  capabilities  without 
regard  to  the  circumstances  of  his  birth.   As  a  nation,  the  United  States 
has  long  been  committed  to  the  removal  of  artificial  barriers  to  personal 
growth  on  the  premise  that,  as  an  ideal,  only  ability  and  motivation  are 
legitimate  determinants  of  an  individual's  future. 

How  to  close  the  gap  between  the  ideal  and  the  current  reality  has 
for  years  been  a  constant  challenge  to  all  concerned  citizens.   While 
there  is  no  unique  approach  which  provides  the  one  best  answer,  there  is 
consensus  that  an  educated  citizenry  is  a  requirement  for  an  effective 
democracy  and  thus  an  open  society. 

The  conviction  that  education  is  a  key  to  achieving  a  democratic  and 
open  society  has  been  expressed  through  the  establishment  of  an  essentially 
free  system  of  public  schools  and  a  post  high  school  system  of  public  and 
private  education  without  parallel  in  the  world. 

Probably  a  higher  percentage  of  our  population  between  the  ages  of  18 
and  21  is  receiving  or  has  received  two  or  more  years  of  post  high  school 
education  than  in  any  other  nation.'^ 


-'"Much  of  this  section  has  been  adapted,  with  permission,  from  recently 
published  studies  of  student  financial  aid  in  Florida.   Because  of  their 
timeliness,  the  national  picture  they  portray  is  still  accurate.   References 
to  North  Carolina  have  been  inserted  where  appropriate.   See  Studies  of 
Student  Financial  Aid  Programs  and  Needs  in  Florida  (Southern  Regional 
Office,  College  Entrance  Examination  Board,  Atlanta,  February  1970),  Volume  I, 
pp.  I-I  -  II  -13. 

2 
Financial  Needs  of  Public  Higher  Education  1969-1976,  Southern  Regional 

Education  Board,  June  12,  1969.   Figure  1  in  the  SREB  report  indicates  that 

49.9  percent  of  the  18-21  year  old  population  of  U.S.,  32.3  percent  of  the 

North  Carolina  population,  and  38.3  percent  of  the  population  in  15  southern 

states  are  in  college.   Comparisons  between  nations  are  more  difficult  to 

obtain  due  to  differences  in  reporting  bases  and  educational  systems. 
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But  the  gap  between  the  stated  ideal  and  the  present  reality  is  still 
great.   Men  and  women  with  known  talent  are  underemployed  due  to  lack  of 
access  to  the  education  required  to  qualify  them  for  existing  employment 
opportunities.   Others  are  languishing  in  jobs  which  do  not  offer  outlets 
for  their  potential  abilities.   The  nation,  at  a  peak  of  affluence,  faces 
an  oversupply  of  a  few  talents  but  a  critical  shortage  of  skills  in  many 
fields  which  are  crucial  to  national  social  and  economic  progress. 
Physicians  and  paramedical  personnel  are  examples  of  areas  in  which 
shortages  of  persons  qualified  to  meet  urgent  needs  and  to  fill  available 
jobs  are  most  severe. 

Fortunately,  there  is  growing  recognition  that  one  of  the  root  causes 
of  wasted  talent  is  the  presence  of  artificial  barriers  to  equal  educational 
opportunity.   Legally,  such  barriers  no  longer  exist;  in  reality  many  remain. 
One  of  the  most  far-reaching  is  the  economic  barrier  to  post  high  school 
education. 

The  need  for  some  form  of  student  financial  aid  is  shared  by  71  percent 
of  American  families  if  need  is  assumed  present  when  family  income  is  below 
$10,000.   At  least  78  percent  of  North  Carolina  families  have  incomes  below 
$10,000.^ 

Except  for  the  home  mortgage,  a  college  education  is  the  largest  invest- 
ment most  people  ever  make.   College  education  in  both  public  and  private 
institutions  is  simply  priced  beyond  the  capacity  of  most  to  finance  without 
some  form  of  assistance. 

Assured  access  to  a  college  education  in  America  today  remains  restricted 
to  two  groups:   those  who  can  afford  it  and  those  with  exceptional  scholastic 


The  Economics  and  Financing  of  Higher  Education  in  the  United  States . 


(Washington,  D.C.;  Government  Printing  Office,  1969)  p.  63 

^Statistics  of  Income  1967 , 
of  Treasury,  August  1969,  p.  124. 


^Statistics  of  Income  1967,  Individual  Income  Tax  Returns,  Department 


8 

or  athletic  talent  who  are  eligible  for  competitive  scholarship  aid.   Too 
many  with  ability  to  benefit  and  motivation  to  succeed  are  uncertain  of 
access  or  are  actually  barred  by  lack  of  the  required  financial  resources. 

This  is  not  to  deny  that  there  may  be  those  in  college  who  do  not 
belong  there  but  are  present  only  because  they  can  afford  to  attend.   The 
critical  point  is  that  there  are  larger  numbers  who  would  benefit  both 
themselves  and  society  by  continuing  their  education,  but  who  do  not  now 
have  access  due  to  economic  barriers.   Today,  there  is  more  myth  than  truth 
in  the  widely  held  view  that  "anyone  who  wants  to  badly  enough  can  go  to 
college." 

It  is  a  national  goal  to  provide  equal  access  to  education  for  all 
who  have  the  ability  to  benefit  and  the  motivation  to  succeed,  regardless  of 
their  economic  ability.   The  philosophical  justification  is  full  implemen- 
tation of  democracy.   The  pragmatic  justification  is  that  by  so  doing, 
society  as  a  whole  will  benefit.   As  a  nation,  we  seek  both  an  educated 
citizenry  and  an  adequate  supply  of  persons  qualified  to  fill  increasingly 
complex  jobs  and  to  meet  critical  manpower  shortages  that  seem  continuously 
to  worsen. 

Faced  with  such  imperatives,  the  Federal  Government  and  most  states  in 
recent  years  have  reexamined  existing  programs  designed  to  reduce  financial 
barriers  to  post  high  school  education,  and  to  enable  students  (regardless 
of  their  economic  circumstances)  to  choose  institutions  and  programs  that 
will  permit  them  best  to  meet  their  educational  goals  and  career  objectives. 
Every  state  has  some  form  of  student  aid  (see  Appendix  B) .   While  tuition 
subsidy  in  the  form  of  legislative  appropriations  to  public  colleges  and 
universities  for  operations  remains  the  major  form  of  student  aid,  there 
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are  many  supplementary  forms.   State  programs  of  student  assistance,  however, 
even  in  the  tax-supported  post  secondary  institutions,  are  inadequate  to 
meet  the  needs  of  students;  nor  does  the  Federal  Government  claim  that  its 
programs  are  adequate  even  when  combined  with  available  state  programs. 

That  a  gap  still  exists  is  universally  recognized  and  accepted  by  all 
who  have  examined  the  facts.   Such  national  debate  as  is  occurring  today  is 
not  over  the  need  for  increased  access,  but  rather  over  the  best  means  to 
an  agreed  upon  end  -  equal  access,  and  the  extent  of  the  need  and  how  to  meet 
it. 

At  the  state  level,  goals  are  rarely  explicit  and  public  policy  often 
is  either  contradictory  or  difficult  to  discern.   North  Carolina  is  no 
exception.   And  yet,  as  has  been  true  in  other  states,  before  a  specific 
student  aid  program  can  be  developed  major  questions  of  public  policy  must 
be  resolved.   A  specific  program  of  action  should  grow  out  of  consideration 
of  alternate  approaches  designed  to  implement  public  policy. 

Before  discussing  public  policy  questions  that  need  to  be  resolved  in 
North  Carolina,  attention  will  be  given  to  national  trends  and  issues  and  to 
North  Carolina  assumptions  made  by  the  Commission. 

National  Trends 

An  examination  of  student  financial  aid  programs  in  other  states 
reveals  a  multitude  of  approaches  and  great  variation  in  levels  of  funding. 
A  few  general  patterns  appear: 

1.   States  with  the  strongest  tax  bases  (e.g..  New  York  and  Massa- 
chusetts) or  with  heavy  dependence  on  private  institutions 
(most  New  England  states)  have  the  most  extensive  state  aid 
programs. 
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2.  States  with  low  tax  bases  (e.g.,  many  Southern  states)  have 
virtually  no  state  aid  programs  beyond  tuition  subsidy  in 
public  institutions. 

3.  The  development  of  federal  programs  as  the  primary  source  of 
student  aid  funds,  with  state  programs  as  supplementary  sources 
of  aid,  is  probably  the  single  most  important  trend  in  post- 
World  War  II  efforts  to  reduce  financial  barriers  to  equal 
access  to  post  high  school  education.-^ 

In  addition  to  the  development  of  state  aid  programs  there  is  a  clear 
movement  toward  an  even  more  comprehensive,  nationwide,  federally  funded 
and  controlled  aid  program.   The  only  doubt  remaining  today  is  the  form 
it  will  ultimately  take. 

The  prevailing  view  is  that  the  complete  elimination  of  tuition  and 
fees  in  public  institutions  is  not  a  practical  means  of  providing  equal 
access  in  the  immediate  future.   This  view  is  supported  by  many  developments, 
iricluding  1)  state  revenues  are  not  increasing  as  rapidly  as  higher  educa- 
tion costs,  2)  a  noticeable  public  demand  for  greater  accountability  for 
higher  education  costs  and  results,  and  3)  a  growing  feeling  that  students 
who  are  financially  able  should  more  nearly  pay  the  full  cost  of  their 
education. 

Based  on  these  trends,  it  would  appear  that  the  public  policy  most 
likely  to  prevail  will  be  that  of  providing  aid  to  students  who  can 
demonstrate  need  rather  than  a  free  college  education  via  tuition  and  fee 


A  number  of  state  student  aid  programs  were  in  operation  before  the 
federal  programs  reached  their  present  levels.   But  even  where  state  pro- 
grams were  basic  programs  originally,  today  they  have  become  supplementary 
in  nature  even  with  expansion  of  assistance. 
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subsidies.   Subsidizing  students  indirectly  by  reducing  tuition  means 
that  all  students  are  subsidized  whether  they  need  it  or  not.   Realistic 
budget  considerations  at  both  state  and  federal  levels  preclude  elimination 
of  tuition  and  fees. 2 

The  old  dream  of  a  free  system  of  post  high  school  education  which 
would  be  an  extension  of  the  free  public  school  system  is  not  prevalent 
today  with  the  possible  exception  of  emerging  community  college  systems. 
There  is  a  developing  concept  of  charging  at  or  near  full  cost  for  college 
education,  both  public  and  private,  and  providing  equal  access  through  a 
system  of  financial  aid  programs.   Such  programs  would  provide  assistance 
in  varying  amounts  based  on  determined  need  up  to  100  percent  of  total  cost 
of  tuition,  fees,  room,  board,  clothing  and,  in  cases  of  most  extreme  need, 
payments  to  the  most  disadvantaged  parents  to  make  up  for  the  absence  of 
earnings  from  their  children  while  they  are  students. 

The  present  method  of  financing  access  to  higher  education  for  needy 
students  lies  between  these  two  extremes.   Immediate  prospects  are  for  a 
continuation  of  the  present  "patch-work"  approach  at  the  federal  level 
with  considerable  strengthening  of  supplementary  state  aid  programs. 
Opinion  varies  sharply  on  the  long  term  prospects.   One  view  holds  that 
both  federal  and  state  aid  will  continue  to  rise  until  full  access  is 
provided  in  most  states.   Others  feel  that  eventually  state  programs  will 
be  replaced  by  a  single  national  aid  program.   Their  argument  is  that  only 
through  a  national  program  can  access  to  post  high  school  education  be 


Financial  Needs  of  Public  Higher  Education  1969-76,  Southern  Regional 
Education  Board,  Atlanta,  June  12,  1969.   (Table  A-1  in  this  SREB  report 
indicates  a  cost  of  $1,689  in  1969). 

2 
Tuition  and  fee  income  of  North  Carolina  public  senior  institutions 

totaled  $43,380,125  during  the  1967-69  biennium. 
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equalized,  as  there  is  such  wide  variation  among  states  in  financial 

ability  and  willingness  to  support  student  aid  programs.   Both  views  share 

the  conviction  that  access  to  post  high  school  education  should  not  depend, 

either  within  a  state  or  among  states,  on  the  happenstance  of  birth. 

Whatever  approach  prevails,  there  is  much  to  be  done  in  the  interim. 
For  the  nation  as  a  whole  in  1968,  50  percent  of  the  18-21  year  old  popu- 
lation was  in  college;  in  the  fifteen  southern  states  only  38  percent;  in 
North  Carolina  32  percent;  in  Utah  almost  83  percent  of  the  18-21  year  old 
population  was  in  college. -*- 

Perhaps  more  significant  are  comparisons  based  on  family  income. 
Currently  in  North  Carolina  32  percent  of  college  students  come  from 
families  with  annual  incomes  under  $6,000.   Even  though  students  from  this 
income  bracket  continue  to  be  underrepresented  in  college  enrollments,  this 
figure  testifies  to  the  willingness  of  their  families  to  make  extreme 
sacrifices  to  provide  for  their  children's  education. 

Adding  further  to  the  pressure  for  change  are  the  financial  problems 
facing  private  colleges.   Between  1957  and  1968  public  college  enrollment 
in  the  nation,  as  a  percentage  of  total  enrollment,  rose  from  58  percent 
to  71  percent.   In  the  South,  the  increase  was  from  65  percent  to  76  percent, 
The  projection  for  the  South  in  1975  is  that  81  percent  of  the  total  enroll- 
ment will  be  in  public  institutions.^   The  private  institutions  attribute 
their  relative  decrease  in  enrollment  primarily  to  the  lower  tuition  charges 


Op.  cit, ,  Southern  Regional  Education  Board  (Figure  1) ;  and  1969  Fact 
Book,  American  Council  on  Education,  Washington,  D.  C. 

2 
Ibid.,  Figure  2. 
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made  possible  in  public  institutions  by  state  subsidies  of  operating 
costs.    They  point  to  the  financial  burden  on  the  states  in  the  future 
if  private  colleges  are  permitted  to  go  out  of  existence  and  the  public 

institutions  are  faced  with  a  wave  of  new  students  formerly  educated  at 

2 
no  cost  to  the  state  by  the  private  institutions. 

It  is  important  to  distinguish  between  consideration  of  state  aid  to 
students  and  aid  to  institutions.   They  are  not  necessarily  the  same. 
State  assistance  to  an  institution,  public  or  private,  which  results  in 
a  corresponding  decrease  in  charges  to  students  is  really  student  aid. 
Conversely,  an  award  to  a  student  which  is  absorbed  by  increased  charges 
is  really  institutional  aid.   This  Commission,  however,  is  not  charged 
with  consideration  of  state  aid  to  institutions,  public  or  private,  be 
it  by  direct  or  indirect  means.   A  separate  study  of  the  North  Carolina 
Board  of  Higher  Education  will  consider  the  question  of  state  aid  to 
private  institutions.   This  report  deals  exclusively  with  aid  to  students, 

The  need  for  financial  aid  in  the  future  will  increase  more  rapidly 
than  enrollment.  There  are  indications  that  little  increase  in  the  per- 
centage of  students  who  attend  college  from  upper  income  families  can  be 


The  1968-69  average  state  subsidy  per  student  is  estimated  at  $1,689 
for  the  nation  and  $1,000  for  North  Carolina.   Ibid. ,  (Table  A-1) .   This 
figure  makes  no  distinction,  however,  between  the  high  cost  graduate 
education  and  lower  cost  undergraduate  education.   For  undergraduates,  the 
cost  may  well  be  at  or  below  $1,000. 

2 
The  view  that  even  the  better  private  institutions  are  in  serious 
financial  difficulty  is  not  unanimous  by  any  means.   Reference  is  made 
to  the  Bundy  report  on  New  York  and  the  McConnell  report  on  Illinois  as 
indicators  that  the  real  needs  may  be  less  than  the  stated  needs.   It  is 
held  that  better  management  by  existing  resources  would  materially  increase 
the  likelihood  of  survival  for  many  institutions.   Few  question  the  con- 
tention that  financially  marginal  private  institutions  will  not  survive  in 
their  present  form. 
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expected.   Future  enrollment  Increases  will  come  primarily  from  families 

with  lower  incomes.   Moreover,  as  costs  continue  to  increase  faster  than 

state  revenues  or  family  income,  many  students  not  currently  needing  aid 

will  become  eligible  for  and  require  assistance.   The  availability  of 

student  financial  aid — or  its  absence — will  increasingly  determine  who 

does  and  who  does  not  attend  college. 

North  Carolina  is  facing  great  tax  pressures  due  to  increasing  costs 

of  higher  education  as  are  other  states.   The  projected  increase  in  the 

United  States  in  state  operational  appropriations  for  higher  education 

in  the  next  few  years  is  over  100  percent — from  $5  billion  in  1968-69  to 

$10.8  billion  in  1975-76.-'-   Unlike  some  other  Southern  states,  which  are 

nearing  their  maximum  effort  in  relation  to  ability.  North  Carolina 

fortunately  can  turn  to  new  tax  sources  for  increased  revenues  to  meet 

2 
demonstrated  needs. 

Six  key  national  trends  pertinent  to  North  Carolina  have  been 

identified: 

1.  Extensive  state  programs  of  student  aid  exist  in  the  more 
wealthy  states; 

2.  State  programs  are  supplementary  to  the  basic  federal  aid 
programs ; 

3.  State  revenue  and  appropriations,  when  projected  on  existing 
bases,  likely  will  prove  inadequate  to  meet  both  projected 
operational  costs  and  projected  student  aid  needs; 


Op.  cit. ,  Southern  Regional  Education  Board,  Table  4. 

2 
Kenneth  E.  Quindry,  State  and  Local  Revenue  Potential,  Southern 

Regional  Education  Board,  Monograph  //15,  1969;  and  Eva  Chambers,  The  Tax 

Structure  of  the  Southern  States,  Southern  Regional  Council,  November  1969, 
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4.  Increasingly,  students  will  be  expected  to  more  nearly  pay 
the  full  cost  of  their  post  high  school  education; 

5.  To  offset  increased  costs  to  students,  more  extensive  aid 
programs  will  be  required;  and 

6.  Increased  enrollment  in  the  future  will  come  primarily  from 
lower  to  lower-middle  income  families  which  have  the  greatest 
need  for  aid. 

These  are  the  key  trends.   It  is  well  to  examine  their  implications. 

The  form  and  level  of  federal  aid  to  be  available  in  the  future  are 
unclear.   The  prospect  for  significant  increases  from  federal  resources 
in  the  immediate  future  is  almost  nonexistent.   The  probable  outlook  is 
for  any  expansion  to  take  place  in  the  guaranteed  loan  program  with 
partially  off-setting  reductions  in  the  federal  grant  and  work-study  pro- 
grams.  Therefore,  if  states  wish  to  expand  equal  access  to  post  secondary 
education  for  their  citizens  they  will  most  likely  have  to  do  so  through 
state  programs. 

North  Carolina  has  the  financial  ability  to  mount  a  major  state  pro- 
gram through  either  of  two  approaches,  or  by  a  combination  of  them.   The 
first  is  by  appropriating  additional  tax  revenues.   Assuming  that  additional 
revenues  are  not  available  from  reduction  in  appropriations  for  other  state 
functions,  new  revenue  sources  would  be  required.   According  to  one  economic 
observer.  North  Carolina  has  unutilized  revenue  sources  when  compared  with 
other  states.    The  second  approach  is  to  finance  a  State  aid  program  by  a 
reallocation  of  existing  appropriations  for  higher  education. 


Ibid. ,  Quindry, 
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Two  views  prevail  as  to  the  likely  form  of  a  future  federal  aid 
program.   One  view  holds  that  with  the  containment  of  inflation  and  end 
of  the  war  in  Vietnam,  additional  federal  funds  will  be  appropriated  to 
expand  existing  grant,  work-study,  and  loan  programs. 

The  other  view  is  that  the  end  of  the  war  and  the  containment  of 
inflation  will  not  release  significant  revenues  to  higher  education. 
Consequently,  a  federal  Educational  Opportunity  Bank  is  likely  to  be 
established  which  will  make  loans  to  any  student  qualifying  for  aid. 
Repayment  would  be  made  by  a  surcharge  on  income  or  social  security  tax. 

With  either  approach,  a  greatly  expanded  state  aid  program  may  be 
required.   Inherent  in  the  second  approach  is  an  important  public  policy 
question:   Who  should  pay  the  major  share  of  the  cost  of  higher  education, 
society  or  the  student?   The  implications  of  this  question  will  be  dis- 
cussed later  in  this  report. 

North  Carolina  Assumptions 

The  Commission  has  been  primarily  concerned  to  date  with  goals, 
assumptions,  and  public  policy  questions  concerning  student  financial 
assistance.   General  goals  of  higher  education  as  they  apply  to  student 
aid  have  been  discussed  in  Chapter  I  of  this  report.   A  number  of  public 
policy  questions  will  be  considered  in  detail  in  the  next  chapter.   This 
preliminary  report  does  not  deal  with  the  specifics  of  higher  education 
finance,  the  extent  of  existing  student  aid  resources  or  estimates  of 
funds  required  to  meet  existing  or  projected  needs  for  additional  student 
aid.   These  matters  are  currently  being  studied,  and  will  be  incorporated 
in  the  Commission's  final  report. 
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The  Commission  has  made  ten  assumptions,  related  in  part  to  the 
national  trends  and  issues  that  have  been  discussed  above,  which  will  be 
set  forth  before  focusing  on  public  policy  questions  that  are  yet  to  be 
resolved. 

Underlying  the  Commission's  assumptions  has  been  one  major  objective: 
that  of  obtaining  the  maximum  benefit  to  students  and  society  at  the 
lowest  possible  cost.   The  Commission  believes  that  this  objective  was 
shared  by  the  General  Assembly  when  it  established  the  Legislative  Study 
Commission.   Meeting  this  objective  requires  a  careful  examination  of  the 
present  use  of  existing  educational  resources,  be  they  governmental  or 
private,  be  they  for  student  financial  aid  or  for  education  in  general. 
The  Commission  has  proceeded  on  the  premise  that  the  wish  of  the  people 
of  the  State,  as  voiced  by  their  representatives  in  the  Legislature,  is 
that  maximum  utilization  be  made  of  existing  resources  before  recommenda- 
tions are  made  which  call  on  the  State  for  the  allocation  of  additional 
resources.   The  assumptions  are: 

1.  The  costs  of  post  high  school  education  will  continue  to 
increase  rapidly. 

2.  A  unified  system  of  higher  education,  not  racially  segregated, 
will  be  the  pattern  of  the  future. 

3.  An  increasing  percentage  of  young  people  will  have  the 
ability  and  motivation  to  seek  post  high  school  education. 

4.  Given  stable  economic  conditions,  the  pool  of  qualified, 
motivated  and  financially  able  young  people  is  near 
exhaustion.   An  increase  in  the  percentage  of  18  to  21  year 
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olds  who  will  enroll  in  post  high  school  education  must 
come  from  lower  income  families  and  thus  will  require 
larger  amounts  of  student  aid  per  student  than  those  now 
in  college. 

5.  Public  schools  will  better  prepare  students  for  post  high 
school  education. 

6.  Technology  will  increasingly  demand  a  more  skilled  work 
force  at  all  levels. 

7.  Federal  student  aid  will  not  increase  significantly  within 
the  next  five  years. 

8.  Federal  emphasis  on  student  aid  will  increasingly  shift  to 
loans. 

9.  Improved  access  to  higher  education  for  needy  students  likely 
will  come  through  expanded  state  financial  aid  programs. 

10.   State  tax  revenues  will  continue  to  increase  but  higher  edu- 
cation expenditures  will  increase  more  rapidly. 
There  is  consensus  by  the  Commission  on  these  assumptions.   The  public 
policy  issues  effected  by  these  assumptions  are  not  yet  resolved,  and  call 
for  further  consideration  and  public  discussion.   These  public  policy 
questions  are  presented  in  the  following  chapter. 


19 

III.   PUBLIC  POLICY  QUESTIONS 

The  Commission  believes  that  the  assumptions  it  has  considered  and 
adopted  reflect  issues  of  public  policy  on  which  there  is  general  agree- 
ment.  A  number  of  other  major  policy  questions  remain  which  should  be 
resolved  before  a  specific  aid  program  or  programs  are  proposed  or  developed, 
These  questions,  their  implications,  and  the  Commission's  recommendations 
follow. 

1.   Should  ji  State  student  aid  program  provide  assistance  to  students 
attending  both  public  and  private  institutions  of  higher  education? 

The  Commission  re-emphasizes  a  point  made  earlier,  that  it  is  con- 
cerned only  with  aid  to  students.   The  Board  of  Higher  Education  is 
currently  studying  the  question  of  State  aid  to  private  institutions. 

The  latter  question  cannot  be  completely  ignored,  however,  for  some 
portion  of  the  problems  which  private  institutions  face  is  caused  by  under- 
enrollment.   This  is  due  in  part  to  students  attending  the  lower  cost 
public  institutions  who  otherwise  might  have  preferred  to  attend  a  private 
institution  were  they  able  to  afford  the  higher  cost.   This  factor  must 
be  considered  in  designing  a  State  program  of  student  aid.   For  example, 
if  North  Carolina  should  adopt  a  student  aid  program  which  limits  financial 
aid  to  those  North  Carolinians  who  attend  public  institutions,  that  public 
policy  decision  would  undoubtedly  increase  the  financial  problems  of  the 
private  institutions  by  making  it  even  more  difficult  for  them  to  maintain 
their  current  enrollments.   In  addition,  an  opportunity  to  save  the  tax- 
payers money  would  have  been  lost,  for  each  North  Carolina  student  who 
attends  a  public  institution  in  the  State  represents  an  additional  cost  to 
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the  State  over  what  it  would  have  paid  had  that  same  student  attended  a 
private  institution. 

In  1958  the  number  of  students  enrolled  in  North  Carolina  public  and 
private  institutions  was  equally  divided.   Eleven  years  later  (1969)  the 
percentage  of  students  enrolled  in  public  institutions  had  increased  from 
50  to  64  percent.   Private  institutions  in  North  Carolina  in  1969  suffered 
an  actual  decline  in  enrollment  for  the  first  time.   In  fall  1969  there 
were  an  estimated  5,000  vacancies  (dormitory  spaces)  in  North  Carolina 
private  institutions,  2,000  of  which  were  filled  by  subsequent  enrollment 
of  out-of-state  students. 

Based  on  the  experience  of  other  states,  it  is  most  likely  that  this 
shift  in  enrollment  can  be  explained  by  the  widening  tuition  and  fee 
differentials  between  the  public  and  private  institutions.   The  cost  of 
attending  college  has  increased  rapidly — probably  faster  than  incomes  have 
increased — for  students  attending  both  public  and  private  institutions. 
The  actual  dollar  increase  has  been  greatest  in  the  private  institutions. 

An  examination  of  what  has  actually  happened  in  North  Carolina  indi- 
cates that  unwittingly  the  way  public  higher  education  has  been  financed 
in  the  State  in  the  past  several  decades  has  been  to  the  disadvantage  of 
the  private  institutions.   Past  experience  indicates  that  the  level  of 
enrollment  in  North  Carolina  public  institutions  funded  by  the  Legislature 
is  the  enrollment  which  will  be  met. 

Practical  economics  suggest  that  any  student  aid  program  which  reduces 
tuition  differentials,  which  lowers  the  cost  for  students  who  would  prefer 
to  attend  a  private  institution,  will  help  maintain  the  enrollment  of 


Estimates  by  the  Board  of  Higher  Education  based  on  teaching  facilities 
indicate  that  the  number  of  vacancies  in  the  private  colleges  may  be  considerably 
larger. 
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private  institutions.   Such  a  policy  also  reduces  the  per  student  subsidy 
cost  to  the  state.   In  fact,  under  a  state-supported  program  of  student 
financial  aid,  the  state  will  realize  a  savings  every  time  a  student 
chooses  to  attend  a  private  school  so  long  as  the  total  amount  of  financial 
aid  he  receives  is  less  than  the  aid  he  would  have  received  had  he  attended 
a  public  institution  (explicit  aid) ,  plus  the  implicit  scholarship  (tuition 
subsidy)  resulting  from  state  appropriations  to  public  institutions. 

To  these  operating  savings  might  well  be  added  those  capital  savings 
which  would  result  from  sparing  the  state  the  cost  of  expanding  its  facilities 
to  take  care  of  increased  enrollment  in  public  institutions. 

In  addition  to  the  financial  arguments  for  state  aid  to  students 
at  private  institutions,  there  is  a  strong  case  for  the  philosophical 
benefits  of  maintaining  a  strong  dual  system  of  higher  education.   Further, 
a  good  case  can  be  made  for  the  sizable  benefits  to  society  provided 
by  institutions  without  regard  to  whether  they  are  public  or  private. 
Surely  the  State  benefits  no  less  if  a  high  school  teacher  is  graduated 
from  a  private  institution  or  a  public  one.   These  arguments,  cogent 
though  they  may  be,  are  more  pertinent  to  the  question  of  State  aid  to 
institutions. 

Where  doubt  remains  about  aid  to  students  at  private  institutions, 
one  might  ask:   are  there  unique  ingredients  in  the  education  of  students 
at  private  colleges  which  might  cause  an  imbalance  in  benefits  to  the 
State?   Do  private  colleges  have  a  unique  social  philosophy  or  educational 
philosophy  which  might  make  their  graduates  less  valuable  to  the  State? 
Is  there  a  sectarian  orientation  in  a  student's  curriculum  in  a  private 
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college  not  found  in  a  public  institution  which  makes  his  education  funda- 
mentally different?   Are  the  private  colleges  more  likely  to  adopt  positions 
on  social,  cultural  or  economic  issues  which  might  run  counter  to  the  public 
good?   Are  the  private  colleges  generally  lower  in  quality  than  the  public 
institutions? 

Any  attempt  to  answer  these  questions  categorically  forces  the  use  of 
weak  generalizations.   In  the  end,  it  is  an  exercise  in  futility  to  try  to 
show  that  private  colleges  "typically"  display  one  set  of  attributes,  while 
public  colleges  "typically"  display  another  set. 

The  church-relatedness  of  most  of  the  private  institutions,  however, 
is  worth  examining  because  a  state  student  aid  program  which  includes 
students  attending  private  institutions  may  be  criticized  on  the  grounds 
that  it  violates  the  principle  of  separation  of  church  and  state.   The 
issue  does  have  a  church-state  dimension.   For  example,  in  the  1966  Horace 
Mann  Case  in  Maryland,  three  private  institutions  were  disqualified  from 
receiving  state  facilities  construction  grants  because  the  courts  found  that 
they  were  not  "sufficiently  non-sectarian."   Does  the  "degree  of  religiosity" 
of  an  institution  affect  the  eligibility  of  its  students  to  participate  fully 
in  a  state  program  of  student  aid?   Or  if  the  stated  "central  purpose  of 
an  institution  is  the  teaching  of  religious  belief"  are  its  students  still 
eligible  to  participate  in  a  state  level  program  of  student  aid  and,  if  so, 
to  what  extent? 

In  practical  terms  the  church-state  question  becomes  less  relevant 
as  more  private  schools  become  non-sectarian.   Most  have  expanded  lay 
representation  on  their  boards  of  trustees  and  have  enlarged  their  offerings 
of  secular  courses  and  degrees.   They  have  qualified  for  federal,  state  and 
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local  government  grants  and  loans,  which  require  that  funds  not  be  used 
to  support  religious  activities  of  any  kind.   Non-profit  private  institu- 
tions of  higher  education  are  also  exempt  from  state  taxes. 

What  are  some  of  the  precedents  for  government  aid  to  private  insti- 
tutions, at  both  the  federal  and  state  level,  including  North  Carolina's 
programs . 

Private  junior  and  senior  institutions  participate  in  four  federal 
student  aid  programs:   National  Defense  Student  Loans,  College  Work  Study, 
Educational  Opportunity  Grants  and  Guaranteed  Student  Loans.   In  the  first 
three  cases  the  funds  are  paid  directly  to  the  institutions  for  reallocation 
to  students;  in  the  last  case  students  receive  guaranteed  loans  to  be  used 
at  institutions  of  their  choice. 

Ten  states  have  programs  of  non-competitive  grants  to  students  attending 
both  public  and  private  institutions  of  higher  education.   Nineteen  states 
have  similar  competitive  aid  programs.   Michigan  is  the  extreme  example — 
it  subsidizes  private  institutions  $1,000  per  full-time  equivalent  student 
per  year  regardless  of  the  student's  need.   In  effect,  Michigan  has  extended 
the  implicit  scholarship  which  students  in  public  institutions  receive 
to  students  in  the  private  colleges  as  well.   Florida  pays  a  per  student 
subsidy  to  the  University  of  Miami  for  training  medical  students  who  are 
Florida  residents.   Pennsylvania  provides  large  subsidies  to  "state-related" 
institutions  such  as  the  University  of  Pennsylvania,  Temple  University 
and  the  University  of  Pittsburgh. 

Organizations  which  have  testified  before  the  Legislative  Study  Com- 
mission on  Student  Financial  Aid  have  clearly  demonstrated  North  Carolina 
precedents  for  making  student  aid  funds  available  to  students  at  both 
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public  and  private  institutions.   The  Medical  Care  Commission,  the  Veterans 

Affairs  Scholarship  Program,  the  Teacher  Scholarship-Loan  Program  of 

the  State  Department  of  Public  Instruction,  and  the  State  Department 

of  Mental  Health  Scholarship-Loan  Program  are  all  programs  that  apply 

equally  to  college  costs  at  private  as  well  as  public  institutions.   The 

1969  General  Assembly  appropriated  $2,500  for  each  North  Carolina  student 

attending  medical  school  at  Duke  and  Bowman  Gray — $2,250  is  paid  directly 

to  the  institution;  $250  goes  to  the  student  as  a  tuition  reduction. 

Governor  Scott,  in  his  19  70  Campbell  College  Commencement  Address, 

praised  North  Carolina's  independent  colleges  and  gave  his  support  to 

increasing  state  aid  to  private  institutions.   He  stated. 

It  is  with  this  in  mind,  as  well  as  the  economic  facts  of  life, 
that  I  have  in  the  past  supported,  and  again  today  reiterate  my 
support  for,  a  program  of  state  assistance  to  private  higher 
education. 

I  am  aware  that  nearly  all  the  states  in  the  union  are  providing 
some  financial  aid  to  private  higher  education. 

Minimally,  this  aid  may  only  be  in  tax  exemptions  to  the  institu- 
tions, while  at  the  maximum,  the  state  may  provide  appropriations 
for  scholarship  and  loans,  or  for  contractual  arrangements  for 
services. 

Given  the  federal  student  aid  programs  and  the  student  aid  programs 
of  other  states  for  which  students  at  both  private  and  public  institutions 
are  equally  eligible,  it  is  clear  that  North  Carolina  needs  only  the  will 
to  develop  a  student  aid  program  which  encompasses  students  at  both  types 
of  institutions.   The  Commission  therefore  recommends  the  following  public 
policy  position: 

Recommendation  1: 

A  comprehensive  state  administered  and  state  supported  system 
of  student  financial  aid  should  be  available  to  North  Carolina 
students  attending  both  public  and  private  institutions  of 
higher  learning  in  North  Carolina. 
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2.   Should  a_  State  program  of  student  financial  aid  be  available 
to  students  in  institutions  at  all  levels  of  post  high  school  education? 

Turning  this  question  around  makes  it  easier  to  answer:   What  post 
high  school  students  should  be  excluded  from  access  to  what  kinds  of 
schools,  and  from  what  types  of  educational  programs?   All  types  of 
schools  and  all  levels  of  education  must  be  available  to  all  students 
with  the  ability  and  desire  to  complete  successfully  the  programs  offered. 
It  is  only  through  a  diverse  system  of  higher  education  that  diverse  needs 
of  students  and  society  can  be  met.   The  largest  number  of  students 
receiving  post  high  school  education  in  North  Carolina  at  the  present  time 
are  not  attending  a  college  or  a  university  but  are  being  trained  at 
various  institutes,  proprietary  schools,  technical  and  vocational  centers 
and  by  corporations  both  public  and  private.   Most  of  these  are  part-time 
students. 

Stated  public  policy  at  the  federal  level,  and  at  the  state  level  in 
North  Carolina,  calls  for  expansion  of  vocational-technical  educational 
opportunities  including  college  parallel  programs  in  the  public  community 
colleges,  private  junior  colleges,  and  other  post  high  school  institutions 
below  the  baccalaureate  level.   There  are  those  who  sincerely  believe  that 
financial  assistance  is  not  necessary  for  students  attending  such  institu- 
tions because  their  charges  are  so  much  lower  than  those  at  senior  colleges 
and  universities.   Unfortunately,  the  real  cost  of  attending  a  community 
college  is  much  higher  than  has  generally  been  thought. 

If  the  State  seriously  hopes  to  provide  access  to  its  higher  education 
system  to  all  who  can  benefit  from  it,  then  it  must  begin  by  removing  the 
financial  barriers  at  the  point  of  entry.   This  includes  the  vocational 
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and  technical  schools  and  the  two  year  colleges.   The  financial  barrier 

at  the  two-year  institutions  is  real;  community  colleges  are  not  "practically 

free"  to  attend.   Below  is  an  illustrative  student  expense  budget  for  a 

commuting  student  attending  a  North  Carolina  community  college  and  a  resident 

student  at  a  North  Carolina  public  university,  based  upon  1969  figures: 

Estimates  of  Two  Representative  Student  Expense 
Budgets,  1969-70  Academic  Year 

N.C.  Community  College      N.C.  Public  University 

$372 
150 
266 
550 
0 
360 


Tuition  and  Fees 

$153 

Books 

150 

Room 

0 

Board* 

275 

Commuting  Expense** 

360 

Misc.  Personal  Expenses*** 

360 

$1298  $1698 

*  Assumes  that  50  percent  of  the  cost  of  institutional  food  on  campus 
covers  preparation  and  50  percent  covers  cost  of  food. 

**  Commuting  expense  assumes  that  on  average  a  student  drives  25  miles 
per  day  at  8  cents  per  mile  for  a  nine-month  year. 

***  Assumes  $10  per  week  for  items  such  as  laundry,  recreation,  personal 
maintenance,  clothes,  etc. 

The  community  college  student  saves  $219  in  tuition  and  fees  and  $275 

by  preparing  his  food  at  home,  but  commuting  expenses  are  quite  substantial. 

The  net  savings  is  only  $400  and  the  $1,298  price  is  prohibitive  for  many, 

perhaps  most,  low  income  families.   This  example  assumes  that  the  community 

college  student  is  a  commuter;  student  housing  trends  at  the  two-year 

colleges  indicate  that  an  increasing  proportion  of  the  students  are  moving 

into  the  community  into  non- institutional  housing.   The  only  difference 

between  the  budgets  of  students  who  do  not  live  at  home  who  attend  either 

a  community  college  or  public  university  is  $219  in  tuition  and  fees. 
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Students  attending  the  public  community  colleges  still  face  sizable 
financial  obstacles,  yet  these  institutions  are  able  to  participate  in 
only  a  limited  way  in  the  three  federal  student  aid  programs  and  the 
Guaranteed  Loan  Program.   Although  College  Work  Study  funds  are  legally 
available,  it  is  not  possible  for  some  vocational-technical  students  to 
benefit  from  this  source  of  aid  because  frequently  they  spend  25-35  hours 
per  week  in  classroom  or  shop  training.   They  receive  few  National  Defense 
Student  Loan  funds  or  Educational  Opportunity  grants.   If  North  Carolina 
establishes  an  aid  program  which  bypasses  this  segment  of  higher  education 
then  it  will,  in  contradiction  to  declared  public  policy,  discourage  students 
from  entering  the  post  high  school  educational  system  at  the  point  which  may 
be  most  appropriate  to  their  needs  and  least  expensive  for  the  State. 

In  addition,  if  students  disproportionately  attend  four-year  institu- 
tions instead  of  community  colleges  and  technical  institutes,  it  may  prove 
more  costly  for  the  state.   Lee  Hansen  and  Burton  Weisbrod,  in  Benefits, 
Costs  and  Finances  of  Higher  Education,   showed  that  the  combined  instruc- 
tional and  capital  costs  per  student  in  California  junior  colleges  were 
less  than  at  the  California  senior  institutions.   If  a  similar  cost  differ- 
ential prevails  in  North  Carolina,  then  a  state  student  aid  program  which 
encourages  attendance  at  senior  institutions  is  doubly  expensive  for  tax- 
payers.  Not  only  will  student  aid  needs  be  larger  at  the  senior  institutions 
but  so  will  average  instructional  and  capital  costs. 

One  of  the  assumptions  listed  earlier  acknowledges  that  modern  tech- 
nology demands  a  more  skilled  work  force.   Vocational-technical  institutes 
train  craftsmen  and  technicians  such  as  auto  mechanics,  computer  programmers. 


Lee  Hansen,  and  Burton  Weisbrod,  Benefits,  Costs  and  Finances  of  Higher 
Education,  Chicago:   Markham  Publishing  Company,  1969. 
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welders  and  linemen  to  meet  important  manpower  needs  in  the  State.   To 
create  a  state  student  aid  program  for  which  students  not  attending  senior 
institutions  are  ineligible  would  not  be  in  the  best  interest  of  either 
the  students  or  the  State. 

A  1969  summary  of  student  aid  programs  in  other  states  by  Joseph  D. 
Boyd,  Director  of  the  Illinois  State  Scholarship  Commission,   shows  17 
states  with  student  aid  programs  for  community  college  students  and  five 
states  with  programs  for  vocational-technical  students.   The  North  Carolina 
Association  of  Financial  Aid  Administrators  recommended  in  testimony  before 
the  Commission  that  all  public  and  private  institutions  be  included  in 
new  state  aid  programs — community  colleges,  technical  institutes,  junior 
colleges,  and  senior  institutions.   Two  proposals  submitted  to  the  Board 
of  Higher  Education,  one  by  its  Advisory  Committee  on  Student  Aid  and  the 
other  by  the  ad  hoc  Committee  of  Financial  Aid  Officers  of  Public  Institu- 
tions, recommended  that  any  accredited,  nonprofit  school  in  North  Carolina, 
public  or  private,  which  offers  a  certificate  or  degree  be  made  eligible 
to  participate  in  a  suggested  system  of  grants.   No  organization  testifying 
before  the  Commission  has  suggested  that  the  junior  institutions  be  excluded. 

Community  colleges  and  technical  institutes  were  formed  for  the  purpose 
of  making  post  high  school  educational  opportunities  available  to  all  North 
Carolinians  who  could  benefit  from  them.   These  institutions  have  been 
located  in  such  a  manner  that  they  are  geographically  accessible  to  almost 
every  State  resident.   They  are  academically  accessible  because  they  are 
"open  door"  institutions.   They  continue  to  be  financially  inaccessible, 
however,  for  many  North  Carolina  students. 


Joseph  D.  Boyd,  An  Examination  of  State  Efforts  in  Removing  Financial 
Barriers  to  Post  Secondary  Education,  (Illinois  State  Scholarship  Commission, 
August  1969). 
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Because  of  the  general  practice  already  well  established,  the  Com- 
mission assumes  that  it  is  not  necessary  to  restate  the  case  for  under- 
graduate student  financial  aid  in  senior  colleges  and  universities.   No 
such  assumption  is  made  for  the  two  remaining  areas  of  post  high  school 
education — graduate  and  professional  training  and  continuing  education 
for  adults.   Recognizing  the  special  nature  of  both  areas,  the  Commission 
has  taken  no  position  at  this  time  with  respect  to  their  inclusion  in  a 
State  program  of  student  financial  assistance.   It  suggests  that  additional 
study  be  given  to  this  matter  at  a  later  date  by  the  Board  of  Higher 
Education. 

The  Commission  therefore  recommends  the  following  public  policy  position: 
Recommendation  2: 

A  State  program  of  student  financial  assistance  should  make 
aid  available  to  North  Carolina  students  attending  approved 
post  high  school  institutions ,  public  and  private  in  North 
Carolina,  through  the  baccalaureate  level. 

3.   Should  a.  State  student  aid  program  include  assistance  to  students 
attending  proprietary  institutions? 

Proprietary  institutions  include  private  business  colleges;  trade 
schools  in  such  areas  as  computer  programming,  heavy  equipment  training, 
broadcasting  and  barber  and  beauty  colleges.   There  are  30  proprietary 
business  colleges  in  the  State,  all  of  which  must  be  licensed  by  the  State 
Board  of  Education.   Of  these,  12  are  accredited.   Of  the  15  private  trade 
schools  which  are  also  licensed  by  the  Board  of  Education,  two  are  accred- 
ited by  the  recognized  accrediting  agency.   Barber  and  beauty  colleges  are 
licensed  by  their  respective  Boards  of  Examiners. 

There  are  only  two  states  in  the  nation  which  have  state  student  aid 
programs  for  which  students  in  proprietary  schools  are  eligible — Pennsylvania, 
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and  Maryland.   With  regard  to  federal  sources  of  aid,  these  institutions 
are  almost  always  approved  for  veteran's  training.   In  addition,  the 
Guaranteed  Loan  Program  in  North  Carolina  lists  12  private  business 
colleges,  seven  beauty  colleges  and  three  trade  schools  on  its  list  of 
eligible  institutions.   Clearly,  there  are  precedents  at  the  State  and 
federal  levels  for  aiding  needy  students  who  choose  to  attend  proprietary 
schools. 

The  relevant  question  is  whether  the  rationale  for  making  aid  avail- 
able to  students  attending  profit-making  institutions  is  any  different 
from  the  rationale  for  making  aid  available  to  students  attending  non- 
profit schools. 

Proprietary  schools  have  often  been  innovative  and  progressive,  in 
many  instances  supplying  the  models  for  curricula  later  adopted  by  technical 
institutes  and  community  colleges.   Prior  to  the  advent  of  the  public  com- 
munity colleges  and  technical  institutes,  proprietary  schools  carried  the 
burden  of  meeting  the  needs  of  business  and  industry  for  vocationally 
trained  personnel. 

The  lower  cost  public  community  colleges  have  weakened  considerably 
the  competitive  position  of  proprietary  schools.   The  North  Carolina 
Association  of  Business  Colleges  testified  before  the  Commission  that  the 
tuition  and  fee  costs  at  community  colleges  averaged  $10  per  month  compared 
with  $75  per  month  at  a  private  business  college.   Testimony  before  the 
Commission  indicated  that  since  1963,  35  percent  of  the  proprietary 
business  schools  in  the  State  have  gone  out  of  business.   If  the  State 
excludes  students  attending  proprietary  schools  from  receiving  State  aid, 
it  will  further  weaken  their  competitive  position  of  proprietary  schools. 
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Equity  considerations  also  suggest  that  the  State  should  encourage 
proprietary  schools  to  continue  operations  by  making  their  students  eligible 
for  assistance  under  a  State  student  aid  program.   On  what  grounds  can 
the  State  tell  a  student  who  wishes  to  study  office  machines  or  data  processing 
that  he  is  eligible  for  student  aid  if  he  goes  to  a  technical  institute 
or  community  college,  but  not  if  he  goes  to  a  proprietary  business  or 
data  processing  school?   The  State  benefits  whether  a  student  attends 
a  proprietary  school,  or  a  nonprofit  college  or  technical  institute. 
If  proprietary  schools  produced  inferior  graduates,  it  might  be 
difficult  to  justify  aid  to  their  students.   Graduates  of  the  proprietary 
schools,  however,  gain  skills  which  are  highly  marketable.   On  grounds  of 
both  equity  and  efficiency,  it  is  difficult  to  justify  excluding  students 
attending  proprietary  institutions. 

Two  problems  need  to  be  discussed.   The  first  relates  to  the  possi- 
bility that  a  profit-making  institution  would  increase  its  profits  by 
raising  its  charges  if  its  students  were  eligible  to  participate  in  a  State 
aid  program.   If  the  proprietary  schools  raised  student  charges,  they  would 
either  be  responding  to  an  increased  demand  for  their  services  or  worsening 
their  competitive  position.   In  the  first  case,  new  schools  would  enter 
the  industry  and,  in  competing  for  students,  would  lower  charges  or  reduce 
their  rate  of  increase.   If  their  competitive  position  deteriorated,  some 
schools  would  be  forced  to  lower  their  charges  or  go  out  of  business  as 
they  would  be  unable  to  attract  students  at  the  higher  tuition  level. 
In  both  cases,  there  are  market  forces  which  would  tend  to  prevent  unjustified 
tuition  increases.   If  the  State  should  not  wish  to  rely  on  market  forces, 
it  could  impose  legislative  restraints  which  would  do  much  to  insure  against 
abuses. 
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In  order  to  insure  that  participating  proprietary  institutions  meet 
minimum  standards,  the  State  should  limit  aid  to  students  in  schools  that 
are  accredited  by  nationally  recognized  accrediting  organizations  in  the 
respective  areas;  for  example,  the  Accrediting  Commission  of  Business 
Schools  for  business  schools  and  the  Accrediting  Commission  of  the  National 
Association  of  Trade  and  Technical  Schools  for  trade  schools.   If  no 
recognized  accrediting  agency  exists,  accreditation  for  purposes  of 
determining  eligibility  for  student  aid  should  be  the  prerogative  of  the 
agency  which  administers  the  State  student  aid  program. 

The  Commission  therefore  recommends  the  following  public  policy 
position: 

Recommendation  3: 

A  state  student  aid  program  should  include  aid  to  students 
attending  accredited  proprietary  institutions  in  North 
Carolina. 

4.   Should  aid  in  a.  State  student  assistance  program  be  made  available 
directly  to  the  student  through  _a  centralized  State  agency  or  indirectly 
through  the  educational  institution  attended  by  the  student? 

Most  federal  student  aid  programs  (National  Defense  Student  Loans, 
College  Work  Study,  and  Economic  Opportunity  Grants)  are  administered 
through  lump  sum  allocations  to  the  institutions.   Only  the  Guaranteed  Loan 
Program,  which  is  administered  at  the  state  level,  deals  directly  with 
students  in  insuring  loans  which  may  be  used  at  the  institution  of  the 
student's  choice.   The  22  states  that  have  comprehensive  state  aid  programs, 
however,  make  payments  directly  to  students.   A  number  of  these  states  also 
allocate  scholarship  and  loan  funds  directly  to  institutions  which  in  turn 
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distribute  the  funds  to  students.    There  are,  therefore,  both  federal 
and  state  precedents  for  both  methods  of  administering  student  financial 
aid  as  well  as  a  combination  of  both. 

Those  who  favor  lump  sum  distribution  of  aid  funds  to  institutions 
for  reallocation  to  students  argue  that  through  this  approach  (1)  a  better 
"aid  package"  for  individual  students  can  be  developed,  (2)  aid  gaps 
among  institutions  can  be  more  easily  adjusted,  and  (3)  the  institutions 
would  have  autonomy  in  administering  their  student  aid  programs. 

The  policy  question  of  whether  aid  should  be  distributed  directly  to 
students  or  indirectly  through  the  institutions  involves  a  number  of  con- 
siderations.  Allocations  to  institutions  can  be  made  directly  by  the 
Legislature  or  by  a  centralized  agency.   Aid  awarded  directly  to  students 
would  be  administered  by  a  central  agency.   The  selection  of  the  better 
approach  depends  upon  several  factors.   Among  the  important  issues  in 
determining  how  aid  should  be  distributed — directly  or  indirectly — are 
"equity"  and  "providing  maximum  assistance  at  the  lowest  cost  to  the  State." 
To  assure  equity,  it  is  necessary  that  there  be  a  single  method  of 
ascertaining  how  much  the  student  should  be  expected  to  pay.   That  amount, 
subtracted  from  the  total  cost  at  a  given  institution,  permits  the  deter- 
mination of  the  student's  financial  need.   A  State  adopted  uniform  method 
of  financial  needs  analysis  would  do  much  to  assure  equity  in  student 
financial  aid  awards. 

There  are  other  factors  favoring  direct  allocation  of  State  aid  to 
students  by  a  centralized  agency  that  relate  to  efficiency  of  operation: 
loan  collections  and  record  keeping;  coordination  of  all  State  supported 


Federal  and  State  Aid  Programs,  prepared  for  the  Subcommittee  on 
Education  of  the  Committee  on  Labor  and  Public  Welfare,  United  States  Senate, 
(Washington:   Government  Printing  Office,  Document  No. -91-73,  June  1970), 
pp.  51-79. 
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student  aid  programs  to  insure  that  a  student  does  not  receive  aid  in 
excess  of  his  need;  and  providing  a  single  source  of  information  for 
parents,  students,  counselors,  legislators,  institutions,  and  government 
agencies. 

The  distribution  of  aid  directly  to  students  would  eliminate  any 
question  involving  church-state  relations,  and  would  free  students  to 
choose  institutions  appropriate  to  their  educational  and  career  objectives 
without  reference  to  financial  considerations.   In  the  latter  case  an 
added  benefit  would  accrue  to  the  State:   students  would  select  institu- 
tions most  responsive  to  their  educational  needs,  with  the  possible  result 
that  enrollment  shifts  would  occur,  a  process  which  might  be  a  catalyst  to 
bring  about  needed  educational  reforms. 

With  either  type  of  distribution  (to  the  student  or  to  the  institution) , 
the  role  of  the  financial  aid  administrator  as  advisor  and  counselor  to 
needy  students  should  be  preserved.   A  State  centralized  agency  could 
coordinate  its  activities  with  those  of  the  institutional  aid  officers  in 
much  the  same  way  as  the  Guaranteed  Loan  Program  is  now  administered  in 
the  State.   Under  this  Program,  a  needy  student  who  has  been  accepted  at  a 
North  Carolina  institution  of  higher  learning  applies  for  a  guaranteed 
loan  through  the  institution's  aid  office.   The  aid  office  prepares  a 
"package"  drawn  from  federal  and  institutional  funds  and  forwards  the 
student's  application  for  a  loan  with  a  recommendation  to  the  College 
Foundation,  Inc.,  a  non-profit  organization  which  centrally  administers  a 
pool  of  funds  provided  by  the  North  Carolina  banking  and  insurance 
industries.   The  loan  augments  the  institution's  resources.   A  coordinated, 
comprehensive  State  aid  program  could  be  built  easily  upon  this  base. 
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None  of  the  State  agencies  and  groups  testifying  before  the  Commis- 
sion opposed  the  concept  of  state  aid  being  awarded  directly  to  the 
student.   One  organization,  the  North  Carolina  Association  of  Student 
Financial  Aid  Administrators,  expressed  reservations  when  it  indicated 
that  its  membership  was  divided  over  direct  versus  indirect  aid  to  students. 
Among  those  recommending  direct  aid  to  students  was  the  Council  of  Presi- 
dents of  North  Carolina  public  institutions.   All  of  the  State's  profession- 
oriented  student  assistance  programs  are  currently  administered  in  this 
manner. 

It  is  the  finding  of  this  Commission  that  the  interests  of  North 
Carolina  students,  citizens  and  educational  institutions  would  best  be 
served  by  the  establishment  of  public  policy  calling  for  a  single  centra- 
lized state  student  aid  agency  which  would  make  aid  available  directly  to 
students  under  a  comprehensive  state  program  that  would  coordinate  all 
present  and  future  state-supported  student  aid.   This  concept  is  consistent 
with  a  fundamental  objective  of  state  education  policy,  that  of  making 
institutions  available  to  students  rather  than  making  students  available  to 
institutions. 

The  Commission  therefore  recommends  the  following  public  policy 
position: 

Recommendation  4: 

A  comprehensive  system  of  student  aid  should  be  administered  by  _a 
centralized  agency  which  shall  make  awards  directly  to  North 
Carolina  students.''^ 

5.   Should  financial  aid  gaps  which  exist  among  institutions  be 
equalized? 


*North  Carolina  legal  residents  as  defined  by  the  Residency  Manual  now 
used  by  tax-supported  institutions  in  determining  residency  status. 
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Stated  differently,  the  question  is  whether  one  institution  should  be 
able  to  finance  relatively  more  of  its  student  aid  needs  than  another. 
Some  institutions  are  able  to  meet  a  larger  proportion  of  the  financial 
needs  of  their  students  than  others.   The  costs  of  attendance  and  the 
amount  of  local  resources  for  student  aid  vary  greatly  among  the  institu- 
tions.  Historically,  some  have  been  able  to  attract  greater  resources 
from  their  more  affluent  alumni  and  thus  establish  larger  endowments,  some 
of  which  have  been  designated  for  student  aid.   In  the  budget  authoriza- 
tion by  the  Legislature,  part  of  the  tuition  income  of  public  senior 
institutions  is  designated  for  student  aid.   The  unequal  capacity  of 
institutions  to  meet  student  financial  needs  is  aggravated  by  the  fact 
that  most  institutions  with  a  large  proportion  of  their  students  in  need 
of  assistance  are  also  the  institutions  with  the  most  limited  resources 
for  student  aid.   Many  of  the  smaller  institutions  and  those  which  have 
traditionally  attracted  minorities  have  little  in  the  way  of  "private" 
sources  of  student  financial  aid. 

A  state  program  of  student  financial  assistance  would  need  to 'Be  able 
to  determine  that  an  institution  has  first  utilized  its  own  student  aid 
resources  before  calling  on  the  State  to  provide  supplementary  financial 
assistance.   To  achieve  this  objective,  procedures  would  have  to  be 
developed,  e.g.,  a  post-audit  which  would  assure  that  funds  available  for 
student  aid  are  not  diverted  to  other  institutional  purposes. 

Federal  student  aid  funds  have  tended  to  compensate  partially  for 
differences  in  the  level  of  student  aid  resources  among  the  institutions. 
The  institutions,  however,  are  still  limited  in  their  use  of  federal  funds 
by  insufficient  local  matching  funds.   The  State  provides  the  required 


37 
matching  funds  for  the  College  Work-Study  Program  in  public  senior  insti- 
tutions but  not  in  the  other  institutions  in  the  State  which  qualify  to 
participate  in  federal  programs.   Some  schools  have  also  participated  in 
the  National  Defense  Student  Loan  Program  long  enough  to  build  up  revolving 
loan  funds;  others  are  only  beginning  to  participate  in  this  program. 
Finally,  with  their  requests  for  federal  funds  cut  in  the  actual  alloca- 
tions, many  institutions  in  great  need  of  federal  funds  to  offset  defici- 
ciencies  in  local  resources  find  that  they  are  not  able  to  meet  their  needs 
for  financial  aid  as  well  as  others. 

If  a  goal  of  a  Statewide  aid  program  is  to  provide  for  open  access  to 
education  beyond  the  high  school  for  all  who  can  benefit  from  it,  it  would 
appear  logical  for  the  State  program  to  assist  those  students  who  would  be 
least  likely  to  receive  aid  from  other  sources  (institutions,  federal,  or 
private).   The  State  is  already  recognizing  the  variations  among  institu- 
tions in  financial  aid  resources  in  its  allocation  of  State  matching  funds 
for  the  College  Work-Study  Program.   Since  the  federal  allocation  formula 
reflects  differences  in  institutional  resources,  the  allotment  of  State 
matching  funds,  which  is  based  in  part  on  the  allocated  federal  funds  to 
each  institution,  reflects  the  same  trend.   In  addition,  the  State  has 
recognized  the  need  to  correct  imbalances  where  they  have  existed  in  other 
areas  of  higher  education  such  as  faculty  salaries  and  libraries.   To  do 
the  same  in  the  area  of  student  financial  aid  would  be  a  logical  application 
of  this  precedent. 

There  is  a  danger  that  reducing  the  State  aid  available  to  students 
attending  a  given  institution  as  its  aid  resources  grow  will  build  in  a 
disincentive  for  the  institutions  to  maintain  and  expand  their  own  aid 
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resources,  and  may  encourage  them  to  divert  their  aid  funds  to  other 
institutional  demands.   This  could  be  remedied  in  part  by  requiring  that 
certain  institutional  resources  (such  as  escheats,  book  store  profits, 
and  alumni  giving)  continue  to  be  committed  to  student  financial  aid  con- 
sistent with  previous  contributions  from  those  resources. 

The  Commission  therefore  recommends  the  following  public  policy 
position: 

Recommendation  5: 

A  State  supported  system  of  student  financial  aid  should  seek 
to  eliminate  aid  gaps  among  the  institutions  and  compensate 
for  differences  in  institutional  resources  that  exist. 

If  the  State  chooses  to  equalize  financial  aid  gaps  among  institu- 
tions, there  are  many  models  of  aid  administration  which  could  be  selected. 
One  is  for  the  State  agency  to  consider  a  student's  need  before  the  insti- 
tution develops  its  aid  package  and  to  indicate  to  the  financial  aid  office 
at  that  student's  institution  what  part  of  the  student's  need  the  State 
would  meet.   The  school  could  be  required  to  award  additional  aid  to  the 
student  to  cover  the  remaining  need  or  forego  the  State's  aid  for  its 
students.   Institutions  would  be  expected  to  build  a  package  that  would 
meet  minimum  requirements  set  by  the  State  program.   This  model  would  give 
the  financial  aid  officer  maximum  flexibility  in  developing  the  components 
of  student  aid  packages.   It  would  also  require  that  the  State  monitor  aid 
awards  to  insure  compliance  with  minimum  requirements. 

In  another  model  each  institution  would  first  develop  aid  packages 
for  its  applicants.   The  State  aid  program  would  then  provide  a  supple- 
mentary award  in  those  cases  where  necessary  to  reduce  the  student's  unmet 
needs  to  the  desired  level.   Factors  which  would  be  taken  into  account  in 
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both  of  these  models  are:   1)  the  actual  needs  of  North  Carolina  aid  appli- 
cants; 2)  the  actual  resources  of  the  institutions;  3)  the  actual  total 
unmet  need  of  aid  applicants;  4)  and  the  amount  of  aid  available  through 
the  State  program. 

The  choice  of  an  administrative  model  for  use  in  implementing  this 
public  policy  can  be  deferred  until  further  data  are  available  and  actual 
legislation  proposed.   These  examples  are  discussed  here  to  illustrate 
possible  approaches  to  the  implementation  of  a  policy  decision  to  equalize 
aid  gaps  among  institutions. 

6.   How  should  student  financial  aid  be  allocated  when  the  need  exceeds 
available  resources? 

The  basic  economic  problem  is  one  of  deciding  how  to  allocate  scarce 
resources  among  competing  demands,  recognizing  the  impossibility  of  completely 
satisfying  all  demands.   Allocating  the  State's  limited  student  aid  appro- 
priation among  competing  students'  "needs"  poses,  in  addition  to  the  economic 
problem,  a  moral  problem.   In  any  scheme  of  rationing  student  aid  awards, 
policymakers  are  forced  to  make  an  implicit  judgment  about  whose  needs  are 
critical,  that  is,  whose  needs  should  receive  top  priority. 

An  ideal  allocation  scheme  would  have  the  State  determine  each  student's 
"critical  need,"  that  is  the  level  of  need  which  must  be  met  before  the 
student  could  enroll  at  his  preferred  institution.   This  level  varies  from 
student  to  student  and  attempting  to  determine  it  for  each  student  separately 
would  obviously  be  a  difficult  assignment.   However,  the  concept  of 
distributing  the  State's  subsidy  to  meet  the  "critical  needs"  of  the 
largest  number  of  students  provides  a  measure  for  evaluating  different 
allocation  techniques  which  the  State  would  want  to  consider.   For  example. 
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the  State's  aid  program  could:   1)  aid  all  needy  students  a  fixed  amount, 
2)  meet  students'  needs  on  a  sliding  scale,  3)  aid  all  students  a  fixed  per- 
centage of  their  total  need,  and  4)  meet  students'  needs  fully  whenever  they 
exceed  a  fixed  amount. 

All  four  techniques  have  their  advantages  and  disadvantages.   None 
satisfy  the  ideal,  yet  one  may  be  preferred  to  another.   The  first  technique 
would  result  in  students  with  the  smallest  amount  of  need  having  the  largest 
share  of  their  need  met,  a  process  which  would  tend  to  favor  distributive 
simplicity  over  distributive  equity.   Treating  needy  students  equally  when 
their  needs  are  unequal  does  not  provide  genuine  equality  of  access. 

An  example  of  meeting  students'  needs  on  a  sliding  scale  would  explain 
this  technique.   The  State  might  decide  to  meet  100  percent  of  a  student's 
need  if  it  equaled  100  percent  of  his  college  cost,  or  meet  75  percent  of 
a  student's  need  if  it  ranged  between  50  and  100  percent  of  his  college  cost, 
or  meet  50  percent  of  his  need  if  it  were  less  than  50  percent  of  his  college 
cost.   This  technique  would  result  in  the  most  needy  students  having  the 
largest  proportion  of  their  needs  met  since,  as  proponents  claim,  the  most 
needy  student  is  the  least  likely  to  be  able  to  stretch  the  family  budget. 

Aiding  all  students  a  fixed  percentage  of  their  total  need  is  unsatis- 
factory because  a  student  with  an  unmet  need  of  50  percent  of  a  $100  (the 
least  needy  student)  is  more  likely  to  enroll  in  school  than  one  with  an 
unmet  need  of  50  percent  of  $1000  (the  most  needy  student). 

Meeting  students'  needs  fully  whenever  they  exceed  a  fixed  amount 
would  mean  that  needy  students  would  be  reduced  to  the  same  level  of  unmet 
need.   Proponents  argue  that  this  is  the  most  effective  way  to  insure  that 
the  student's  choice  of  institution  is  based  on  its  educational  merits 
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rather  than  its  relative  cost.   Opponents  argue  that,  since  this  technique 
does  not  give  special  consideration  to  the  most  needy,  it  does  not  actually 
privide  equal  access  to  institutions  of  higher  learning. 

All  four  techniques  would  have  different  impacts  on  the  distribution 
of  enrollment.   Some  would  fund  a  larger  number  of  students  than  others 
but  might  result  in  fewer  new  students  being  brought  into  the  system  of 
higher  education.   Some  would  pose  special  implementation  problems.   All 
fall  short  of  the  ideal  goal  of  complete  removal  of  the  economic  barrier 
to  higher  education.   These  and  other  options  must  be  considered  by  the 
Commission  before  it  recommends  a  specific  plan  for  a  State  aid  program. 

The  specific  State  aid  program  that  will  ultimately  be  recommended 
will  probably  fall  between  the  extremes  of  increasing  state  taxes  to  fund 
a  major  grant  program,  or  expecting  the  private  financial  community  to 
support  an  equally  sizable  loan  program.   It  is  likely  that  a  combination 
of  (a)  better  utilization  of  existing  resources,  (b)  greater  participation 
by  the  private  financial  community,  and  (c)  the  appropriation  of  limited 
additional  state  funds  will  make  possible  a  number  of  different  approaches 
which  could  meet  the  needs  of  existing  and  prospective  students.   In  any 
event  it  is  likely  that  a  new  state  aid  program,  in  the  beginning,  will 
meet  less  than  100  percent  of  students'  needs,  thus  forcing  the  selection 
of  an  allocation  technique  which  will  require  difficult  compromises. 

7.   Should  student  aid  be  based  exclusively  on  financial  need? 

The  concept  of  grants  as  distinct  from  scholarships  is  relatively 
recent.   Scholarships  originally  served  to  reward  excellence  in  academic 
performance  or  potential.   Often  there  was  little  concern  for  whether  the 
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recipient  really  needed  the  scholarship.   Thus,  some  prospective  students 
could  bargain  to  see  who  would  "bid"  the  most  to  "buy"  their  talents. 
Over  time  this  system  of  choosing  colleges  on  the  basis  of  gift  aid 
available  has  come  to  be  viewed  as  unacceptable  and  has  almost  disappeared 
as  an  operating  philosophy.    Even  today  many  scholarships  continue  to  be 
awarded  on  criteria  other  than  need  under  conditions  that  were  set  years 
ago  by  benefactors  for  different  purposes.   There  are  a  number  of  other 
examples  of  scholarships  which  are  based  on  some  performance  criterion 
other  than  need.   Athletic  grants-in-aid,  grants  to  musicians,  and  most 
graduate  fellowships  are  not  needs  based.   The  result  is  that  some  students 
receive  awards  which  they  do  not  need  while  others  who  do  need  assistance 
are  unable  to  obtain  it. 

Many  of  the  11   states  which  have  comprehensive  programs  of  student 
financial  aid  also  have  some  form  of  competitive  scholarships  based  largely 
on  academic  achievement.   Today,  however,  the  trend  is  to  convert  academi- 
cally based  scholarships  to  grants.   Admission  to  an  accredited  institution 
is  considered  sufficient  academic  qualification. 

The  rising  educational  expectations  of  lower  income  groups  coupled 
with  the  inadequacy  of  student  aid  to  meet  even  the  most  minimal  expecta- 
tions, forces  a  review  of  the  criteria  for  the  awarding  of  scholarships. 
Increasingly,  the  trend  has  been  to  award  grants  based  on  need  alone. 

The  trend  to  base  aid  awards  on  need  was  also  facilitated  by  the 
development  of  standardized  needs  analysis  systems.   In  the  needs  analysis 
process,  the  family's  ability  to  pay  is  subtracted  frothe  actual  cost 
of  attending  the  institution  to  determine  the  student's  "need."  Thus, 
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most  states  with  competitive  programs  can  seek  to  assist  the  truly  needy 
among  the  most  able.   Finally,  some  states  have  taken  the  next  step  to 
try  to  make  financial  aid  available  to  any  enrollable  student  who  has  need 
as  determined  by  objective  standards.   In  the  Southern  region,  Florida  and 
Virginia  have  recently  completed  studies  recommending  that  student  aid  be 
based  on  need  alone. 

Another  important  factor  underlying  the  trend  that  state  aid  be  based 
on  need  alone  is  the  anticipated  increase  in  the  percentage  of  students 
who  will  require  financial  assistance  in  the  future.   As  was  pointed  out 
earlier,  there  is  a  clear  national  and  state  trend  toward  the  cost  of 
post  high  school  education  increasing  more  rapidly  than  incomes.   Further- 
more, the  supply  of  students  who  are  both  college  able  and  who  have  the 
financial  resources  to  attend  college  without  aid  is  nearing  exhaustion. 
Future  increases  in  enrollment  will,  therefore,  come  from  those  students 
who  have  the  ability  but  who  previously  have  not  had  access  to  post  high 
school  education  due  to  financial  barriers.   Meeting  the  financial  needs  of 
these  prospective  students  will  be  necessary  if  the  goal  of  providing 
"opportunity  for  education  beyond  high  school  for  all  who  can  benefit  from 
it"  is  to  be  achieved. 

Studies  currently  underway,  but  incomplete  at  the  time  of  this  report, 
will  give  a  better  indication  than  is  now  available  of  the  real  number  of 
qualified  North  Carolinians  who  are  unable  to  receive  a  post  high  school 
education  due  to  financial  barriers.   Undoubtedly  the  number  will  greatly 
exceed  the  1,000  North  Carolinians  accepted  for  admission  by  North  Carolina 
colleges  in  1967  who  did  not  enroll  due  to  inadequate  financial  resources.  ■*■ 
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In  addition,  the  1968  study  of  student  financial  aid  in  North  Carolina 
indicated  a  financial  aid  deficit  in  North  Carolina  public  and  private 
senior  institutions  totaling  $22  million.   The  true  deficit  for  the  State 
is  much  greater  since  that  estimate  did  not  include  graduate  and  profes- 
sional students  or  students  attending  private  junior  colleges,  community 
colleges  and  technical  institutes.   Studies  currently  underway  for  the 
Commission  should  provide  more  complete  information  concerning  the  full 
magnitude  of  this  problem. 

The  Commission  has  seen  evidence  that  a  child  growing  up  in  a  county 
where  the  average  family  income  is  low  may  have  only  one-fourth  the  chance 
of  going  to  college  that  a  child  has  who  grows  up  in  a  county  where  the 
family  income  is  high.    It  should  be  remembered  that  average  family  incomes 
in  North  Carolina  are  considerably  below  the  national  average. 

One  of  the  goals  of  any  State  supported  system  of  student  financial 
aid  should  be  to  maximize  the  benefits  to  the  student  and  society  while 
minimizing  the  cost  to  the  State.   The  Commission  assumes  that  existing 
public  policy  has  as  one  of  its  objectives  the  maximum  utilization  of 
existing  resources  by  institutions  before  the  State  is  called  upon  to  make 
additional  tax  dollars  available.   It  would  appear,  based  on  these  assump- 
tions, that  the  best  interests  of  North  Carolina  would  be  served  by  a 
State  program  of  student  aid  which  not  only  requires  that  aid  to  students 
from  State  tax  funds  be  based  on  need  alone,  but  also  that  other  aid  funds 
from  non-tax  sources  be  awarded  on  the  basis  of  need  wherever  possible.   It 
is  recognized  that  there  will  be  instances  where  the  stipulations  of  the 
original  philanthropy  are  such  that  this  will  not  be  possible. 
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The  Commission  therefore  recommends  the  following  public  policy 

position: 

Recommendation  6: 

A  State  supported  system  of  student  financial  assistance  should 
make  aid  available  only  on  the  basis  of  need. 

8.   Should  a^  State  program  of  student  financial  aid  take  into  con- 
sideration the  differences  in  tuition  and  required  fee  charges  among 
Institutions? 

There  really  are  two  public  policy  issues  in  this  question,  one  explicit 
and  the  other  implicit.   Few  would  question  the  need  to  take  into  account 
the  differences  in  the  costs  to  the  student  in  a  six-month  vocational  program 
at  a  technical  institute  and  a  four-year  baccalaureate  degree  program  at  a 
residential  university.   However,  testimony  before  the  Commission  from  com- 
munity college  representatives  indicates,  as  noted  earlier,  that  there  is  a 
widely  held  but  mistaken  belief  that  it  is  much  less  expensive  to  attend  a 
community  college  than  to  attend  a  university. 

Likewise,  few  would  question  that  financial  aid  awards  under  a  state 
student  assistance  program  should  take  into  consideration  the  differences 
in  costs  between  different  types  of  public  institutions.   Public  policy 
discussed  elsewhere  in  this  report  recommends  that  financial  aid  to  students 
should  not  be  in  excess  of  need.   If  this  recommendation  becomes  public 
policy,  it  would  require  that  there  be  smaller  awards  to  students  attending 
lower  cost  institutions  than  if  the  same  students  should  attend  higher  cost 
institutions. 

The  public  policy  required  appears  to  be  clear:   the  size  of  the  award 
should  be  determined  by  subtracting  the  expected  parent/student  contribution 
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from  the  total  cost  to  the  student  at  a  given  institution.   This  is  the 
explicit  public  policy  question  at  issue. 

The  implicit  policy  question  is  seen  when  the  principle  of  adjusting 
awards  to  reflect  cost  differentials  is  applied  to  students  attending 
private  colleges  rather  than  public  institutions.   Representatives  of 
public  institutions  in  testimony  opposed  what  they  termed  "diversion  of 
public  funds  to  the  private  colleges"  when  the  full  needs  of  public 
institutions  have  not  been  met:   but  this  is  not  the  issue.   This  Commis- 
sion has  concerned  itself  with  aid  to  North  Carolina  students .   It  is  not 
a  diversion  of  public  funds  to  aid  North  Carolina  students  regardless  of 
where  they  are  educated  so  long  as  the  cost  does  not  exceed  the  true  cost 
to  the  State  if  that  same  student  chose  to  attend  a  public  institution. 

The  real  question  is  where  the  State's  responsibility  ends.   The  Com- 
mission holds  that  the  State  has  discharged  its  obligation  to  the  student 
when  it  makes  the  same  amount  of  aid  available  to  him  if  he  chooses  voluntarily 
to  attend  a  private  institution  as  it  would  have  made  available  to  him  in 
tuition  subsidy  and  explicit  aid  had  he  elected  to  pursue  the  same  course 
of  study  at  a  comparable  public  institution. 

The  State  now  makes  aid  available  to  North  Carolina  students  who  attend 
out-of-state  colleges  in  such  areas  as  veterinary  medicine  and  special  edu- 
cation because  it  has  found  that  it  is  less  expensive  to  contract  with  out- 
of-state  institutions  than  it  would  be  to  establish  and  maintain  certain 
high  cost  programs  within  the  State.   It  follows  that  whenever  a  public 
institution  wishes  to  offer  a  new  degree  program,  particularly  at  the 
graduate  or  professional  level,  consideration  should  be  given  to  whether 
the  program  already  exists  in  a  private  institution  and,  if  so,  at  what 
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expense  the  State  might  purchase  access  to  that  program.   If  it  can  be 
purchased  at  a  lower  cost  to  the  State  than  would  otherwise  be  required 
to  fund  a  comparable  program  at  a  public  institution,  then  the  best  interests 
of  the  State  would  be  served  by  entering  into  a  contractual  arrangement. 

A  similar  implication  is  to  be  found  in  the  question  of  aid  to  students 
attending  private  institutions.   An  example  will  illustrate  the  real  issues 
in  this  question  as  well  as  how  they  might  be  resolved.   Assume  that  the 
same  student  applies  to  both  a  public  and  a  private  university  and  is 
admitted  at  both.   Assume  also  that  he  and  his  parents  together  can  pay 
$1,000  of  his  cost  of  attending  college  each  year.   Assume  that  fees,  books, 
room,  board,  travel,  clothes,  and  incidental  expenses  are  exactly  the  same 
at  both  the  public  and  the  private  institutions  and  that  the  tuition  is  $400 
at  the  public  institution  and  $1,600  at  the  private  one.   It  is  clear  that 
there  is  a  $1,200  differential  in  tuition.   Assume  that  the  total  cost  to 
the  student  to  attend  the  private  institution  is  $3,100  and  that  it  is  only 
$1,900  at  the  public  institution,  excluding  a  tuition  subsidy  of  $1,200. 
Aid  to  the  student  of  $2,100  to  attend  the  private  institution  and  of  $900 
(plus  the  $1,200  tuition  subsidy)  to  a  student  to  attend  the  public  institu- 
tion would  result  in  identical  actual  costs  to  the  State  and  thus  enable 
him  to  choose  either  institution.   If  the  State  should  follow  the  approach 
suggested  above,  it  would  thereby  make  optimum  use  of  educational  resources 
already   available  in  the  State,  without  the  added  cost  of  expanding  physical 
facilities. 

The  Commission  believes  that  the  interests  of  North  Carolina  students 
and  the  public  would  be  best  served  by  making  student  financial  aid  avail- 
able through  a  system  which  takes  into  account  variations  in  costs  between 
and  among  institutions,  but  which  also  provides  that  awards  to  students 
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attending  private  institutions  should  not  exceed  the  true  total  cost 
which  would  have  been  paid  by  the  State  (aid  and  tuition  subsidy)  if  that 
student  had  elected  to  attend  a  public  institution. 

The  Commission  therefore  recommends  the  following  public  policy 
position: 

Recommendation  7: 

A  State  program  of  student  financial  assistance  should  take 
into  consideration  variations  in  costs  between  different  types 
of  institutions ;  provided,  however,  that  aid  to  a.  North 
Carolina  student  attending  _a  North  Carolina  private  institu- 
tion shall  not  exceed  the  true  cost  which  would  have  been 
paid  by  the  State  (aid  and  tuition  subsidy)  if  he  had  elected 
to  attend  a.  comparable  public  institution  in  North  Carolina. 

9.   Who  should  pay  for  post  high  school  education — the  student,  society 
or  both? 

In  considering  a  statewide  student  aid  program,  who  should  pay  for 
post  high  school  education  is  a  basic  policy  question.   It  also  implicitly 
raises  the  important  subordinate  question  of  whether  one  type  of  aid  should 
be  favored  over  another.   Student  aid  includes  three  types  of  assistance: 
loans,  work-study,  and  grants  or  scholarships.   Loans  and  work-study  are 
methods  of  self-help  which  result  in  some  of  the  financial  burden  falling 
on  the  student  and  his  family.   Grants  and  scholarships  require  no  repayment 
or  work  obligations.   A  State  program  of  student  aid  which  would  rely  on 
grants  implies  that  society  has  the  responsibility  for  financing  a  student's 
education.   Conversely,  focus  on  loan  or  work-study  programs  emphasizes 
the  responsibility  of  the  student  and  his  family. 

It  is  widely  held  that  both  the  student  and  society  should  pay  a  portion 
of  the  total  cost.   The  theory  is  that  since  both  benefit,  both  should  pay. 
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The  argument  runs  that  the  investment  of  public  funds  now  being  made  in 
a  student's  education  can  be  justified  on  the  grounds  that  the  future 
benefits  to  society  will  equal  or  exceed  the  investment. 

An  educated  citizenry  benefits  society  in  both  tangible  and  intangible 
ways.   The  initial  investment  by  society  is  repaid  many  times  over  in  both 
social  and  economic  terms  through  more  productive  and  satisfying  personal 
lives,  increased  earnings,  and  tax  revenues.   It  has  long  been  a  basic 
assumption  that  the  better  his  education,  the  greater  the  probability  that 
a  person  will  vote  and  assume  a  constructive  role  in  civic  affairs,  thus 
increasing  the  stability  of  society.   The  growth  of  new  knowledge  results 
in  technological  advances  which  raise  worker  productivity  at  all  levels. 
For  present  purposes  it  is  enough  to  note  that  the  existence  of  these 
benefits  justify  a  sizable  societal  investment  in  higher  education. 

Present  methods  of  financing  post  high  school  education,  both  public 
and  private,  are  consistent  with  the  argument  that  both  the  student  and 
society  should  share  in  the  cost  of  post  high  school  education.   Society's 
share  is  paid  primarily  through  the  tuition  subsidy  which  is  characteristic 
of  virtually  all  non-profit  post  high  school  institutions  of  higher  educa- 
tion.  In  the  public  senior  colleges  in  North  Carolina,  this  is  approximately 
$1,000  per  student  per  year  for  undergraduates,  4  to  10  times  that  amount 
at  the  graduate  level,  and  under  $1,000  in  the  vocational-technical  schools. 
In  public  institutions,  that  investment  comes  primarily  from  appropriations 
from  tax  revenues  while  in  private  institutions  the  prime  sources  are 
philanthropy  from  individuals,  corporations,  foundations,  alumni,  and 
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sponsoring  constituencies.   In  both  instances  charges  made  to  students 
for  tuition  represent  less  than  the  actual  or  true  cost  to  the  institution 
of  educating  that  student.   Society  has  chosen  to  invest  in  its  students 
in  anticipation  of  future  benefits.   Students  and  parents  pay  the  remaining 
costs,  whether  the  student  is  in  a  public  or  private  institution.   These 
costs  include  the  stated  tuition,  fees,  board,  room,  books,  foregone  income, 
and  other  necessary  expenses. 

The  Study  Commission  believes  that  as  far  as  a  state  program  of 
student  financial  aid  is  concerned,  the  question  of  whether  the  student  or 
society  should  bear  the  burden  can  be  answered  affirmatively — both  should 
pay.   Both  the  student  and  society  also  benefit  from  a  student  financial 
aid  system  which  provides  equal  access  to  post  high  school  education.   Once 
this  principle  is  realized  it  can  be  usefully  employed  when  choices  are 
being  made  between  alternative  courses  of  action.   For  example,  any  student 
financial  aid  system  which  distributes  aid  in  a  manner  which  implicitly 
favors  students  from  a  given  income  level,  or  implicitly  favors  students 
who  choose  to  attend  a  certain  type  of  institution  (private  over  public, 
proprietary  over  non-profit,  senior  over  two-year,  et  cetera),  ought  to 
have  explicitly  considered  whether  the  social  benefits  to  the  State  warrant 
such  a  system. 

It  is  the  Commission's  view,  however,  that  the  debate  on  the  question 
of  who  should  pay  for  post  high  school  education  has  not  yet  been  resolved. 
Education  at  this  level  must  also  compete  for  funding  with  elementary  and 
secondary  education  and  with  all  other  governmental  services  and  functions. 
The  outlook  is  for  further  increases  in  government  appropriations  for 
post  high  school  education  accompanied  by  increased  costs  which  may  exceed 
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the  increases  in  government  support.   The  prospect  is  that  the  costs  of 
post  high  school  education  in  the  future  will  continue  to  be  borne  by 
students,  the  family,  and  by  society.   This  can  be  justified  both  on 
pragmatic  grounds  (the  limitations  imposed  by  insufficient  resources)  and 
philosophical  grounds  (both  the  student  and  society  benefit) . 

Further,  the  Commission  suggests  that  the  question  of  who  should  pay 
for  post  high  school  education  should  also  continue  to  receive  the  most 
careful  consideration  at  the  national  level.   It  notes  the  high  cost  of 
graduate  education,  for  example,  and  that  graduate  students  are  receiving 
the  largest  tuition  subsidy.   The  Commission  also  notes  the  high  percentage 
of  out-of-state  graduate  students  attending  North  Carolina  institutions, 
an  experience  reciprocally  shared  by  other  states.   Mobility  is  a  more 
prominent  characteristic  of  graduate  and  professional  students.   On  the 
premise  that  graduate  education  is  required  primarily  to  meet  national 
manpower  needs,  an  appropriate  method  for  financing  might  be  the  assumption 
by  the  federal  government  of  the  major  cost  of  graduate  and  professional 
education.   In  turn,  the  states  might  be  asked  to  assume  greater  financial 
responsibility  for  educating  its  citizens  from  kindergarten  through  the 
baccalaureate.   Questions  such  as  these  are  currently  before  the  Education 
Commission  of  the  States  and  its  task  forces  on  higher  education. 

"Who  should  pay?"  is  a  useful  question  to  ask.   The  answer  is  likely 
to  be  based  not  only  on  relative  benefit  but  also  on  such  pragmatic  con- 
sideration as  the  total  aid  available  and  public  support  for  a  given 
alternative. 
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IV.   CONCLUSION 

The  nine  public  policy  questions  that  have  been  explored  in  this 
report  are  not  exhaustive.   Many  of  them  suggest  other  questions  which 
may  relate  to  policy  or  to  implementation.   The  Commission  believes, 
however,  that  the  major  issues  that  must  be  resolved  before  a  State 
student  aid  program  is  proposed  have  been  identified. 

Full  public  discussion  of  these  questions  and  issues  will  assist 
the  Commission  as  it  develops  its  final  report,  taking  into  account 
research  studies  which  it  now  has  underway,  for  submission  to  the 
Governor  and  General  Assembly  early  in  1971.   The  Commission  in  its 
final  report  will  propose  alternative  approaches  to  a  State  student 
assistance  program  for  consideration  by  the  1971  General  Assembly. 
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RESOLUTION  56 


A  JOINT  RESOLUTION  PROVIDING  FOR  THE  APPOINTMENT  OF  A  LEGISLATIVE  STUDY 
COMMISSION  ON  STUDENT  FINANCIAL  AID 

WHEREAS,  more  than  two-thirds  of  all  jobs  now  require  some  training 
beyond  high  school;  and 

WHEREAS,  future  job  requirem.ents  in  a  technological  age  and  the  approach 
of  the  21st  Century  will  require  even  higher  levels  of  human  skillsand  abilities; 
and 

WHEREAS,  it  is  of  great  importance  to  the  economy  of  the  State,  as  well  as 
to  the  welfare  and  happiness  of  its  citizens,  that  educational  opportunities 
be  available  beyond  high  school  for  all  who  can  benefit  from  them;  and 

WHEREAS,  college  attendance  has  been  directly  related  to  family  income,  the 
chance  that  a  child  will  go  to  college  being  approximately  seven  times  greater 
if  his  family's  income  is  in  the  highest  25  per  cent  than  if  it  is  in  the  lowest 
25  per  cent;  and 

WHEREAS,  North  Carolina  families  have  demonstrated  a  strong  desire  for  higher 
education  for  their  children  and  have  expressed  mounting  concern  regarding 
ability  to  finance  an  education  adequate  to  prepare  for  useful  and  satisfying 
lives;  and 

WHEREAS,  the  opportunity  for  educational  preparation  commensurate  with  the 
individual's  ability  to  absorb  and  utilize  such  preparation  should  not  be  a  class, 
racial  or  economic  privilege;  and 

WHEREAS,  one  of  the  ways  through  which  education  beyond  the  high  school  can 
be  made  available  to  all  who  need  it  and  can  benefit  from  it  is  through  the 
development  of  adequate  programs  of  student  financial  aid;  and 

WHEREAS,  a  recent  study  by  the  Board  of  Higher  Education  indicates  that 
there  exists  a  severe  shortage  of  student  financial  aid  in  North  Carolina  and 
that  many  of  our  young  people  do  not  continue  their  education  owing  to  inadequate 
finances; 

Now,  therefore,  be  it  resolved  by  the  Senate,  the  House  of  Representatives 
concurring: 

Section  1.   There  is  hereby  created  a  Legislative  Commission  on  Student  Finan- 
cial Aid  to  be  composed  of  twenty-one  members,  five  of  whom  shall  be  members 
of  the  Senate  named  by  the  President  of  the  Senate,  five  of  whom  shall  be  members 
of  the  House  of  Representatives  named  by  the  Speaker  of  the  House,  nine  of  whom 
shall  be  citizens  of  the  State  at  large  named  by  the  Governor,  one  of  whom  shall 
be  a  member  of  the  Board  of  Higher  Education  and  one  of  whomi  shall  be  the  Chair- 
man of  the  Board  of  Education.   One  of  the  nine  persons  named  by  the  Governor 
shall  be  the  president  of  a  public  college  or  university  in  the  State  and  one 
shall  be  the  president  of  a  private  college  or  university  in  the  State.   The 
Governor  shall  name  the  chairman  of  the  commission  from  amiong  the  members.   The 
commission  shall  select  its  own  vice  chairman  and  secretary. 
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Sec.  2.   The  purpose  of  the  coinmission  is  to  consider  the  advisability  of 
creation  of  a  statewide  student  assistance  program,  applicable  to  North  Carolina 
residents  who  attend  public  and  private  colleges  in  the  State  and  to  make 
recommendations  to  the  1971  General  Assembly.   On  or  before  September  1,  1970, 
the  commission  shall  make  its  report  to  the  Governor  who  shall  transmit  it  to 
the  1971  session  of  the  General  Assembly. 

Sec.  3.   The  staff  of  the  Board  of  Higher  Education  shall  serve  as  the 
secretariat  of  the  commission.   The  commission,  with  the  approval  of  the 
Governor,  shall  direct  the  Board  of  Higher  Education  to  employ  such  temporary 
personnel  and  to  secure  such  other  assistance  as  may  be  necessary  to  carry  out 
the  duties  of  the  commission.   Per  diem,  subsistence  and  travel  allowances 
incurred  by  the  members  of  the  commission  shall  be  the  same  as  are  allowed  to 
state  boards  and  commissions  generally.   Expenses  incurred  in  the  employment 
of  temporary  personnel  and  other  assistance  and  for  per  diem,  subsistence 
and  travel  allowances  shall,  with  the  approval  of  the  Governor  and  the  Council 
of  State,  be  paid  out  of  the  Contingency  and  Em.ergency  Fund. 

Sec.  4.   This  Resolution  shall  be  effective  upon  its  adoption. 

In  the  General  Assembly  read  three  times  and  ratified,  this  the  12th  day  of 
May,  1969. 
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Source:   Joseph  D.  Boyd,  An  Examination  of  State  Efforts  in  Removing 
Financial  Barriers  to  Post  Secondary  Education,  Illinois 
State  Scholarship  Commission,  August  1969. 


A  State-by-State  Review  Of  1969-70  Comprehensive 
State  Programs  of  Gift  Assistance 
Competitive  and  Non-Competitive 


5elow  is  a  listing  by  state  of  the  various  comprehensive  programs, 

Connecticut 

State  Scholarship  Program  (Competitive) 

California 

State  Scholarship  Program  (Competitive) 

College  Opportunity  Grant  Program  (Non-Competitive) 


Illinois 


State  Scholarship  Program  (Competitive) 
Grant  Program  (Non-Competitive) 


Indi; 


State  Scholarship  Program  (Competitive) 
Iowa 


State  Scholarship  Program  (Competitive) 

Tuition  Grant  Program  for  Private  Colleges  (Non-Competitive) 

Kansas 

State  Scholarship  Program  (Competitive) 

Maine 

State  Scholarship  Program  (Competitive) 

Maryland 

State  Scholarship  Program  (Competitive) 
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Massachusetts 

State  Scholarship  Program  (Competitive) 

State  Scholarship  Program  (Competitive) 
Tuition  Grant  Program  (Non-Competitive) 

Minnesota 

State  Scholarship  Program  (Competitive) 
Grant-ln-Ald  Program  (Non-Competitive) 

New  Jersey 

State  Scholarship  Program  (Competitive) 

Incentive  Scholarships  (Non-Competitive) 

Tuition  Aid  Grant  Program  (Non-Competitive) 

County  (2  Yr.)  College  Grant  Program  (Non-Competitive) 

Educational  Opportunity  Fund  For  Disadvantaged  (Non-Competitive) 

New  York 

Regents  Scholarship  Program  (Competitive) 

Scholar  Incentive  Assistance  Program  (Non-Competitive) 

Oregon 

State  Scholarship  Program  (Competitive) 
Nonpublic  College  Grant  Program  (Non-Competitive) 

Pennsylvania 

State  Scholarship  Program  (Competitive) 
Education  Incentive  Program  (Non-Competitive) 

Rhode  Island 

State  Scholarship  Program  (Competitive) 

Vermont 

State  Scholarship  Program  (Competitive) 

West  Virginia 

State  Scholarship  Program  (Competitive) 

Wisconsin 

State  Scholarship  Program  (Competitive) 
Tuition  Grant  Program  (Non-Competitive) 


Appendix  B,  Page  3 


Tuition  Grants  For  Financially  Needy  Attending  Nonpublic 
Colleges  and  Universities 

Iowa 

Michigan 
New  Jersey 
Wisconsin 


Grant  Programs  To  Assist  Financially  Needy  Students  To 

Attend  Public  Or  Nonpublic  Institutions  With 

Maximum  Awards  Equivalent  In  Value  To 

Competitive  Awards 

Illinois 
Minnesota 


Incentive  Programs  To  Financially  Needy  To  Either  Serve 
As  A  Supplement  To  Their  Competitive  Award  Or 
Expand  Educational  Opportunity  To  All 
Financially  Needy  Attending  College 

New  Jersey 
New  York 


Special  Non-Competitive  Program  For  The  Economically  Disadvantaged 

California 
New  Jersey 
Pennsylvania 


Special  Programs  For  Graduates  Of  Two-Year  Collcg es 
New  Jersey 


Special  Program  For  All  Residents  Without  Regard  To  Financial  Need 
To  Attend  4-Ycar  Nonpublic  Colleges  Within  The  State 

Oregon 
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SUMMARY  OF  ALL   COMPREHENSIVE   UI^IDERGRADUATE    STATE   PROGRAMS 

(COMPETITIVE  AND  NON- COMPETITIVE) 

FOR  RESIDENTS   OF    TOE    STATE   TO  ATTEND   EITHER  PUBLIC  OR 

NONPUBLIC  COLLEGES  OR  UNIVERSITIES 


FOR 

1969-70 

STATE 

TOTAL  $'S 

APPROPRIATED 

%  OF  TOTAL 

NUMBER 

OF 
AWARDS 

%   OF  TOTAL 

AVERAGE 
AWARD 

California 

$  12,288,475 

6.1 

14,680 

2.9 

$837 

Connecticut 

877,500 

.4 

1,440 

.3 

609 

Illinois 

26,000,000 

13.0 

38,475 

7.6 

676 

Ind  iana 

3,080,000 

1.5 

6,550 

1.3 

470 

Iowa 

1,762,500 

.9 

2,275 

.5 

775 

Kansas 

150,000 

.08 

409 

.08 

367 

Maine 

61,000 

.03 

150 

.03. 

407 

Maryland 

2,900,000 

1.5 

7,250 

1.4 

400 

Kassachusetts 

2,000,000 

1.0 

3,000 

.6 

667 

Michigan 

12,500,000 

6.3 

24,030 

4.8 

526 

Minnesota 

775,000 

.4 

1,293 

.3 

603 

New  Jersey 

11,850,000 

5.9 

26,658 

5.3 

445 

New  York 

58,800,000 

29.4 

263,000 

52.1 

224 

Ohio 

8,500,000 

4.3 

17,000 

3.4 

500 

Oregon 

815,400 

.4 

6,961 

1.4 

117 

Pennsylvania 

51,900,000 

25.9 

77,400 

15.3 

671 

Rhode  Island 

1,500,000 

.8 

2,000 

.4 

750 

Vermont 

1,099,255 

.6 

2,100 

.4 

523 

West  Virginia 

175,000 

.09 

625 

.1 

280 

Wisconsin 

2,950,000 

1.5 

9,510 

1.9 
100.0 

350 

TOTALS 

$199,984,130 

100.0 

504,806 

$396 

